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MARCH, 1923 

MOTIVES AND STANDARDS IN INDUSTRY.^ 

Tuk University has placed on me the burden of the honour 
of succeeding famous men in the Chair of Political Economy. 
Their names sliow that many different fields and methods of 
economic study have been represented at Oxford. The 
lioldcr of this Chair, Nassau Senior, is generally assumed to have 
aimed in economics at the abstract and deductive method whicli 
is cliaracteristic of the pure sciences. And in fact liis contribution 
to the Encyclopcedia Metropolitaiia is classed among tlie “ pure 
sciences.’* But Iiis four elementary propositions arc inductive 
statements, and his reasonings arc not formal inferences so much 
as expanded proofs of them. The main contention of Senior 
was rather the purely positive and provisional nature of economic 
results. The facts concerning wealth are left for the wider study 
of legislation to compound witli other facts in the making of 
human welfare. As regards public i)olicy, the economist must 
practise his own “ abstinence,” for policy is too intricate to be 
determined on economic grounds alone. If Senior somewhat 
straitened his own study, that was not the self-assertiveness, but 
rather the self-denial, of a specialist. To Thorold Rogers we 
owe, in the first place, the challenge of assumptions which are 
not guarded by historical and inductive study, so as to show how 
far they are true of any liuman society, and how far only of a 
society that has grown up in a particular way ; and, in the second 
place, the emphasis on the right use, as distinct from the j)lentiful 
growth, of national wealth. His massive and fascinating his- 
torical studies are among the permanent possessions of economic 
literature ; and the historical school of economists is now a strong 
foundation. The title of his book on Practical Political Economy 
indicates the development that took place here under J^onamy 
Price. He was a popular expositor; but though it was his 

* An Inaugural Lecture, Oxford, 1022. 

No. 129.— VOL. X.VXI 1 I. B 



THE ECONOMIC JOURNAL 


[march 


2 

expressed purpose to substitute for scientific methods the 
intelligent observation ’’ of ordinary things, lie may fairly be 
said, in a classical idiom, to have sometimes escaped his own notice 
in being scientific. 

Of the work of my immediate predecessor, it is becoming 
lo speak with the respect due to an acknowledged master; and 
with the gratification of knowing that the debt to Professor 
lidgeworth of economic analysis is still to be increased. There 
is science so far as there is measurement. Human motives, when 
they aim at making some result the greatest possible, or when 
they withdraw from action because some other result is becoming 
indifferent, though they act freely, act under law. And while 
no one more tlian Professor EdgewortJi lias set forth these 
tendencies with trained and scrupulous precision, the setting is 
rich with widely sought classical allusion and literary grace. 

All these aspects of economic study — the deductive, ihe 
historical and the practical — arc necessary to the proper t real ment 
of the problems of human wealth and welfare. Tt is essential 
to keep close relations with the human sciences of etliies, psych- 
ology and politics. The most widely quoted of the classics — 
Smith and Mill — were not solely economists. The relation lo 
present-day facts is understated by Bonamy Price when he 
calls it intelligent observation. There can be intelligent observa- 
tion of a Treasury issuing currency notes, or a broker arranging 
a straddle on the cotton futures market. Some economic study 
finds its motive in the fascinating intricacies of such proceedings. 
But much more is motived by critical observation of economic 
results; such, for example, as is obtained by living in an East 
End Settlement, or from reading Dickens, or from living through 
a succession of great strikes. 1 would express my own obligation 
to teacJiers not only such as Alfred MaiNhall and James Ward, 
under whom I sat; but such as Toynbee Hall, and tJie city of 
Manchester, tiie iicart of the industrial North. 

TJie responsibilities of this Chair arc increased by special causes 
at the present time. The economic aspects of public affairs 
are always becoming more important, and tliis is in some ways a 
grave result, because it means that in politics rival interests are 
taking the place of rival views of patriotism. But it is a necessary 
result, not to be evaded by banishing Political Economy to Saturn, 
since it is obsolete to suppose that a thing can only act where it is. 
We may yet see, if not an economic Parliament, at any rate 
something of the nature of a standing economic Commission. 
The academic study of economics, in relation to the comph'x 
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conditions under whicli economic issues arise in public allairs, 
may be compared to the training schools of the Army ; a degree 
of precision and discipline is enforced, which cannot be fully 
acted on in the line, but wliich makes for order and rcgularit 3 \ 
But in the human sciences especially, the thing studied is changing 
by forces that are only partly economic, and even economic 
evolution cannot be far foreseen. The economists of to-day 
are therefore just as likely to differ from those of fifty years ago, 
and from each other, and from those of fifty years hence, as the 
physicists, biologists, or theologians. The service of science is 
to collect the clearest truth of its time, and to make the nearest 
estimate of tendencies. The whole economic cpiestion is so vast 
as to call for some such division of work as now exists in the 
teaching of chemistry or engineering; and this development is 
now taking place in England. This brings me to mention a 
special responsibility of this (!hair at the present time. Finance, 
and the structure of industry, arc the two large questions which 
the war has thrust upon us. The former, having lost its auto- 
matic gearing, has disclosed its relation to the social problem of 
employment. For the complete study of both, the University 
has laid a foundation in the new School of Economics, Philosophy 
and Politics. To that, men and women will come, not only from 
this country but, as they come to Oxford, from everywhere, 
many of them already well equipped. At the best, 1 believe the 
school requires definite provision for the teaching, with some 
specialism, of industry and of mainly public finance. Whether 
this |)rovision is made by Colleges or by the University, we can 
hardly administer without it the economic side of a school of 
any size. 

I have chosen to devote this lecture to the consideration of 
some questions of motives and standards in industry; partly 
because it is a pressing question of general interest, but also 
because in some degree it affects tlie approach to the study of 
economics itself. It is usual to cuter on the studj'’ of any science 
in the spirit of hope ; but a well-known remark of Carlyle placed 
political economy apart. Just as relativity has been said to 
be duo to Einstein, so teachers of economics seem often to be 
held responsible for some aspects of tlie facts which tiiey teach. 
The root of this is the special motives which arc supposed to 
influence those who engage in industry, especially as leaders, and 
which cast a sinister spell over the minds of those who go any 
length with the impartial study of industry. To some extent, 
in fact, the current coin of language has been debased, the 

ii 2 
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ciitiqiie of industry having prejudiced the use of even sucli 
Oldinary terms as profit, capitalism, surplus, supply and demand. 
The work of a teacher is made inoic difficult because it is necessary 
not to depart far from ordinary language, though in that language 
economic terms arc being, often designedly, clothed with threat 
and suggestion. There is a critique of industry, based on its 
motives and standards; and it becomes explicit in the now 
frtHpiently expressed idea that industry should be conducted like 
a jirofcssion. 

Of course this reflects, as it is meant to reflect, on the prestige 
and dignity of modern industry. The general level of social 
morality, it is implied, is lower than average in that great occupa- 
tion. Yet it is the greatest field of life and character and work. 
It ought to rank among the highest and most honourable of human 
activities. It requires faculties of constructive ability, resource, 
leadership, and knowledge of men, to a degree not exceeded even 
in politics. It docs the hardest work of the nation, under the 
greatest nervous strain. Its leaders have in recent years broken 
the ring of professional politics, and assumed responsibilities 
which no one else could have discharged. Yet there is a reserve, 
an idea of exception, even in the modern acceptance of the 
business genius. It is not tlic same in every country. To some 
extent it ajipears to dejxmd on the degree of contact between 
industry and the Universities. That contact is much closer, 
for exanqjlc, in the United States than in this country; it is 
there much more usual for the business man to be a college 
graduate. Critical ideas about industry are likely to develop 
in Universities mainly devoted to training for the professions. 
And so industry “ ought to become a profession to tliat level 
must be raised the standards and nh»tives of tlu^ woild which 
trades, competes, bargains, and, above all, advertises. 

Tried by certain tests, the .standards of industry are btUieved 
to be getting woise. Of course, this is a difficult lesult to accept 
of any human organisation over a long time. Human philosophy 
assumes in general an evolution from less to more perfect standards, 
from a less to a greater personal freedom. Yet over a long period, 
since tiie days of tiic old gilds, industrial standards are held to 
have been lowered; and distinguished public men have described 
the result, in certain of its bearings, as an outrage and an insult 
to personality. It has been said that you cannot accuse a nation ; 
here is the accusation of a whole cpocli of evolution. Even at 
.‘^ome cost in purely economic efficiency, ciitics of tlie existing 
order often seem prepared to repurcliase the industrial ideals 
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that are attributed to earlier and simpler times. But the “ merrie 
England fallacy is a form of the fallacy knov n in economics as 
“ labour value/’ but capable of being generalised as the “ far- 
fetched fallacy ; hence a quotation from an English book is 
answered by one from a German, and crushed by one from a 
Russian or a Japanese, and the quaint language of an old writer 
seems truer for its quaintness. And so with the industrial ideals 
of long ago. Even then, however, people had to be jnevented by 
regulation from engrossing, regrating and forestalling. 

Of course, it is always possible to say that the whole charge 
is too big to be probable, and that the strains and tensions of 
industrial life arc simply not understood in the professions, or 
in social controversy. It all deiiends on the breadth and authority 
of the criticism. No one wishes to be su])posed to make positive 
teaching the advocate of limited motives. Now the criticism is 
both broad and authoritative, and much of it has come from 
Oxford. The authority for the view that industry is based on 
])rinciplcs that arc an insult to personality includes distinguished 
leaders of the Church ; and it was in this room only a few weeks 
ago that an eminent American writer and teacher ^ repeated the 
criticism that industry must work up to professional standards 
of motive and conduct. 

In the social controversy on this question, and on the industrial 
changes whicli arc tliouglit necessary, there is a good deal of 
impatience with the attitude ascribed to professional economic 
teaching, especially if it is in the line of what is called orthodoxy. 
This cannot be helped; it is in the nature of the case. Political 
economy must keep distinct from political economics. The 
very charge that is made against the classical economists before 
Mill is that they allowed their teaching to be captured by the 
ideas of eompetition, freedom and cflieicncy, which had gained 
popular impetus through the industrial revolution; that they 
were not steady, but too quick to conform, and make out a ease. 
The industrial position has now been changed by the growth of 
combination and of public control. Economists would do the 
very thing with which their predecessors are cJiargod, if they now 
allowed themselves to he riislied into an apology for what is the 
loudest voice in social controversy. That is as great a danger 
as the danger of being driven into conservatism by excessive 
appreciation of the marvellous intricacy and organisation of 
great industries, a danger which I admit is considerable. 

The problem I have to take up involves the three ideas of 

1 Dr. Hadloy, of Yalo University. 
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motive, function and status in industry. They are involved 
with each other. First, as regards motive. The question turns 
mainly on the relation of self-interest to public service, considered 
as motives. 

The term self-interest, in economic controversy, tends to be 
used like a poison, and it is as well to say at once two things about 
it. First, that of course it is the immediate motive in industry 
as in tlie professions; it is the assumption on which correct 
statements of cause and effect are most likely to obtain. Second, 
that it is not an individual motive. The whole meaning of self- 
interest is to be gathered from such a study as is given by William 
James in his Psychology ; this will show how far astray it is possible 
to go in economics by neglecting psychology. The pursuit of 
self-interest is that of a whole system of interests, having a social 
radius, but maintained by the purposes and activities of an 
individual. Fame or reputation may be motives more narrowly 
selfish than the pursuit of wealth. 

There is so much discussion of this, and it is so general and 
theoretical, that it might now be fruitful if a positive study were 
made— in this way. Take at random a score of great businesses, 
obtain their reports over a period of years, and classify the 
subject matter of these reports. H^w much of them refers to 
profit and dividend ? how much to labour interests ? to 
what extent is the national service of the enterprise referred to? 
Make an allowance for publicity, and tliero is some basis for a 
positive judgment on industrial motives. For example, of a 
number of reports taken at random one S 2 )eal s first of the ancient 
standing of the business, going back for 130 y<?ars; tJien of the 
ideals of Lancashire as a centre of industry ; of the vision and 
imagination which its development needs; of the world-wide 
reputation of their trade-marks as a guarantee of quality; of the 
profits of tlie year. Is this tyjncal, or too favourable a picture of 
industrial motives? In another, the main question is the re- 
establishment in England of a trade which had been lost to the 
Continent. This, the report says, is well on the way to achieve- 
ment, and tire business, it is claimed, has deserved well of the 
nation. The quality of their goods is claimed to be better than the 
Continent ever supplied . The report concludes : ‘‘ We are content 
to paraphrase Dr. Samuel Johnson’s statement and to say — We 
have here no mere collection of factories and furnaces, but the 
potentialities of wealth beyond the dreams of avarice.” Is 
this frank mixture of motives more typical ? The answer to 
that must come from a properly critical and comprehensive study 
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of such declarations, supplemented by some direct knowledge of 
business leaders. 

What will emerge will be a relation of immediate to ultimate 
motives. The latter are generally assumed; thej^ are perhaps 
more explicit than usual in the above quotations. This is no 
special feature of industry. A lawyer may have to seek to 
obtain the acquittal of a client wdio he thinks is guilty. The 
ultimate motive is that by this means the standards of the law 
are maintained, but he has also immediate and self-interested 
personal motives. A political party is immediately concerned 
with getting itself into office or keeping itself there, and the 
incidents of that competition may appear sordid and self-seeking ; 
it assumes that in the end such political competition is a public 
service. Industry has been based on the assumption of a similar 
relation betw^cen immediate and ultimate motives. Yet self- 
interest, w'hilc it is a general economic motive, has been taken 
to be par excellence the industrial motive. Industry is taken to 
be at any rate the great field of its abuse. To some extent, this 
is because there is a more general study of the conduct of industry 
than of the professions. Industry is a more massive social 
question; more people are afTected in a more continuous way. 
Universities do not merely equip people for industry as for law^ 
or medicine; there is also a study of the industrial process of 
getting on, of competition and association and bargaining, which 
throws industrial practice into relief, and raises as regards industry 
in particular the general problem of the personal motive. There 
is no similar study of the professional problem, e.g. of getting 
briefs or a practice; no school of Theology gives lectures on 
preferment. Yet fundamental economic motives reach beyond 
industry. There is a very wide study of simply personal com- 
petition, of the qualities which in general create success, and of 
their relation to public service. That relation will not always 
be equally conscious ; it will be least conscious where service is 
called for under conditions of greatest personal insecurity, and 
these are generally tlie conditions of industry. 

It is true that groat leaders of industry are among those who 
admit the libel, and hold that it must be raised to the dignity 
of a professional service. For example, Mr. Hichens writes that 
“if we are to solve the great industrial problems, it can only bo 
by recognising that industry is primarily a national service, 
devoted to the good of the whole community.” But by this it 
turns out that he moans compulsory limitations on profits and 
wages, advisory but not executive control for labour, and shorter 
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hours. And Mr. Rowntree defines national service in relation to 
industry as the production of such goods as will be most beneficial 
to the nation, a proper distribution, and a proper regard to welfare 
in production. But tlicsc programmes, in part very controversial , 
are a different idea from the critique of industry that it is an 
occupation on a lower than average level of social motives and 
standards. How do these leaders regard this criticism, that the 
idea of service in industry “ would emphasise that there are 
certain things, like advertising, which the ‘ service can’t do ’ ” ? ^ 
Or “to snatch advantages, like any common business man?” 
It is this kind of professional attitude of which we have to ask 
whether it is attached to a genuine consideration of industry. 

Now it has been assumed that the immediate motive of self- 
interest has in industry as elsewhere worked well enough as a 
method of giving service. Industry has the double function of 
providing a livelihood and providing a service, and these functions 
arc strictly co-ordinate. The livelihood motive (/.c. the profit 
or wage motive) and the service motive are both liable to per- 
version — into profiteering in the one case, and sweating in the 
other. On different grounds, the relation of these ideas has been 
supposed to make a workable system. Adam Smith brought in 
the “ invisible hand,” because he was a moral philosopher as 
well as an economist, and a Scotch one at that ; then there was 
Bastiat, with the complete theory of harmonies. The modern 
words are not quite so favourable; the bye-product ” view 
of Mr. Hobson is typical. As a bye-product of the self-interested 
action of individuals, there results on ti e whole, he says, ^a 
satisfactory measure of public service, since competition keeps 
goods cheap and increases their variety. We take the interested 
motive and “ harness ” it, and it works for us well enough. 
Well, of course, and Jiow else docs anything work ? Service 
cannot be rendered in general, but only in the adaptation of 
motives to ends. Subject to the ordinary standards of honesty, 
is the livelihood motive, whether called a profit motive or a wage- 
motive, an inferior motive ? The author does not think we can 
supersede it; “the instinct should be liarnessed to the car of 
social progress, and not treated as a baseness to be stamped out 
of a more elevated social system.” At the most, it is proposed 
to substitute for it the incentive of other rewards, still in order 
to get the “ bye-product ” of public service. Is it really fair, 
then, to speak of the public service as a bye-product at all ? 
Results are got by methods. Regarding the whole field of 

' Tawney, The Acqniaitive Society, p. 190. 
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industry and its results, is it a balanced statement to say that the 
public service is its bye-product? Do people dine for pleasure 
or for health ? Do they marry for love or to maintain the race ? 
A general critique of human nature would be a different thing. 
But w'c judge all activities by their life results, and the assumption 
in industry has been that daily practice has been adapted to 
produce public service. 

The question then becomes, whether there are conditions 
special to industry in which this assumption is no longer safe. 
I'he answer is, Yes ; the development of great businesses upsets 
the prima facie assumption. This tendency is one of the main 
features of industry in the twentieth century. At the last 
census, per cent, in number of the manufacturing establish- 
ments of the United States (there are no similar figures for this 
country), produced 50 per cent, of the value of manufactured 
products. This evolution has been mainly defensive, as a result 
of cheap transport, which cuts out the local advantages of smaller 
producers. It was not a neglected, unforeseen, surpri.se develop- 
ment which ought to compel the rewriting of economic science. 
On the contrary, the modern theory of competition was derived 
by Cournot from that of monopoly, by multiplying the mono- 
polists. Jbit the a.ssumption of public service was safe only 
until monopolistic conditions actually aro.se. By a well-known 
law of exchange, monopoly is the condition under which the 
greater profit can be derived from a smaller service. In the 
intere.sts of .service, therefore, there are two lines of policy : either 
to restore competitive conditions, or to impose public ownership. 
But the latter is not considered to be applicable to the industries 
that are most monopolistic, namely, the textile and chemical 
industries; it is freely debated with regard to mines, land and 
railways. I’lio former, the restoration of competition, will 
probably lead to more moderate views of the function of com- 
petition, especially since, as compared with Victorian times, 
it is hcdgetl by more equal bargaining power. But it will be 
very difficult to undo a great deal of the results of combination ; 
you cannot unscramble eggs. And, therefore, in this difficulty, 
the ideal of service has had to be independently stressed upon and, 
by implication, against industry. It does not follow ; it must 
be appealed for. Certain powers of the law stand behind that 
appeal. A few abuses, and the appeal becomes an accusation 
of modern industrial standards. 

This development, however, itself increases in many ways the 
]msibilities of public service in industry. The w'ar showed that 
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tlio industrial principle, the treatment of industries as units, 
had many advantages. Everything which lessens insecurity 
can release effort in other directions. It is in the great establish- 
ments, wdth a large goodwill, and some buffer between them and 
failure, that there has taken place the development of welfare 
work. On the same lines, it is thought that the question of 
unemployment will bo handled most adequately wlien each 
industry is organised and unified for the administration of its 
own schemes. In asking how- this recent development will work 
out, for greater service or greater dis-serviee, we have before us 
the fact that legal methods of control have not been very success- 
ful. And great leaders of industry, hear and, as we have seen, 
sometimes accept, the appeal or the charge that some new' 
standards of industrial practice should be self-imposed. 

For example, the new conditions are monopolistic rather tlian 
monopolised. There is competition, but it can be hampered. 
The test of service can only act if the consumer is free to choose 
bctw’ccn rival oH’ers of service. But if industrial strength is 
used to prevent the access of rivals to the consumer at all, thcji 
standards arc degraded. A great eonccTii can say, “ You must 
deal with iis entirely, or not at all,” and the consumer cannot 
afford not to deal with it at all ; or It can deliberately lose money 
out of its reserves in order to wreck a fair competitor. In 
some respects, we did not know all tlie possibility of competition 
until the appearance of combination. It is to such operations 
as the boycott, tJie destructive rebate, the tying contract, the 
discriminated price, that the criticism » f standards specially 
attaches. The United States Act of 1914 marks these as unfair 
trade, and forbids them ; because they prevent the test of service 
from working. Making a profes.sion of industry means orgatiising 
the opinion of an industry, through its various associations, so as to 
create effective censure upon them. The cotton tnuk' i- al c 'dy 
able to obtain a loyal observance of short time, oven by works 
wliich could run full, in order to share the burden of unemploy- 
ment. This code of honour is to hand if, in England, methods 
of disservice are threatened through mainly foreign example. 

But, as a matter of Jionour, it is perhaps assuming too much 
to express this as the making of a profession of industry. There 
are professkms from wliich British industry has nothing to It'arn ; 
will it be saved by adojitiiig the lofty standards of conduct wdiich 
prevail, for example, in politics? The test of service is a call 
to industry that, in the difficult and inevitable conditions which 
have arisen, it should save its own soul. To professional pride 
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there corresponds industrial pride, in those marks which dis- 
tinguish industry as an occupation — its inventiveness, resource- 
fulness and bearing of risks. To the claim that industry should 
be made professional in its standards, there might be a retort 
in the suggestion to make some professions more industrious 
in theirs.^ 

But, because at least of the complexity of industry, is it anj^way 
a si)here in which chivalry would be a condition of success rather 
tlian of failure ? A large merchant told me that on strictly 
Christian principles he would cc^rtainly fail. What is the type 
by which the possibility is to be judged ? Here is one type, the 
evidence of a magnate before an important Commission ; a locus 
classicus almost of his point of view ; — 

“ Do you tliink it fair that the consumer should pay a 
dividend to your company on all this extra capitalisation ? — 
1 think it fair to get out of the consumer all that you possibly 
can, consistent with the business proposition. 

“ You state that as an ethical proposition bc'fore the 
commission, and you have to stand on that ethical position 
for fair play. Now 1 want to know if you think it a fair ethical 
proposition, independent of the business view you put on it, 
that the consumer should pay dividends on this twenty-five 
ni ill ion dollars of over-ea])itaIisation ? — I do not care two 
cents for your ethics. I do not know enough of them to apply 
them. 

“ Well, as a business proposition, is it right ? -As a business 
proposition, it is right to get all out of business that you 
po.ssihly can.” 

Industry does produce this type. Is industry a system in 
whicdi this type is likely to be permanently successful ? Is it the 
proper standard of reference by which to judge of possibilities ? 

Having seen a good deal of industry and its leaders in this 
country and abroad, as a general answer I say. No. It happens 
that this particular individual was not paying a dividend. 1 
think that the truth lies with another writer who says that 
industry, like other activities, requires for permanent success two 
kinds of faculties, the special and the social. Successful men he 
finds to be very distinctively human and social, above rather 
than below the average, and this is true of business as elsewhere. 
Of the bad types, the worst we can say is that they do not rise 
above their environment, they find the game going on, and play it 
according to the accepted rules. When badness seems to succeed, 

^ The recent Royal Commission suggests, us a reform, that the old Univer- 
sities should work for twenty -fo\ir full weeks per annum. 
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it is often because it is associated with something else that is 
good — system, perseverance, foresight.^ 

Because every social group is a partial interest, its standards 
arc in some respects above, in others below the average of the 
oomnwinity. In some circles a man is thought to be business-like 
if he answers his letters. I have licard an officer tell his section 
lo “ Lie down, pha.^e ” ; but lie was probably temporary. 
Industry is lielow average in some refinements that obtain in art, 
authorship, or low-risk professions. But it is above average in 
other qualities of great social value. Very great people, as Mr. 
Cooley says, not merely big people, have been strongly competitive 
people ; he instances Lincoln. Of course, the very things which 
make industrial activity and competition attractive to some 
natures make it repulsive to others, who turn from it at a 
glance. Wo have recently had an example of a great business 
man’s ideas of portrait painting; some artistic writers like 
Ruskin have treated industry with as imperfect regard for its 
motif} 

But 1 do not wish to minimise the modern problem of fair 
trade. Failing self-control, there is the Law’ ; and the Law^ is an 
instrument of criticism as well as of control. The Factory Acts 
may be taken as a running criticism on some decades of evolution ; 
these requirements had to be imposed. The Mines Act of 1842 
included a clause that mine-owners must give inspectors proper 
access to the pits ; this was an amendment in the Lords, after a 
great coalowner had said that the inspector could get down the 
pit as best he could, and when down, so i ir as the owner was 
concerned, could remain there. The Law is a criticism, because 
it is aimed not at the type, but at the worst case ; it indicates not 
what is usual, but all that can be assumed. The grave problem 
of ensuring that industrial motives work out to public service 
can be settled by control on the industrial basis, as in the cotton 
trade, industry remaining jealous of the great qualities which 
distinguish it from tlie professions. Leaders and directors 
have, through the publicity of reports, an appeal against the 
insistence of shareholders. Many reports could be quoted to 
show this. It is on their morale that the decency of modern 
industry depends. Evolution is strengthening their position, 
especially through association with each other. The L'^niversities 
can give them, not book-keeping, but the sense of historical 

' Cooloy, Pemonnl Competition. Emphasinoa tho gonriral, extraandustrial 
rangn of problems that aro often narrowed to industry. 

* e. g. Tho whale and whitebait ” argument in Unto this Last. 
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evolution, and the unforgettable judgments of Adam Smith, 
Mill and T. H. Green. 

There is a relation between the problem of service and of 
junction. Industrial evolution has separated the shareholder 
by wide distances from the industry in which he invests. This 
result in itself is often made a matter of criticism, but in fact it 
implies a wide extension of the power of service. In two ways ; 
first, because service is no longer limited, as in the early days when 
each man worked with his own property, by his own physical 
and nervous capacity; second, by the wide distribution of the 
service. Although some criticisms appear to imply that the 
result is undesirable, it would be an intolerable limitation if 
investment had to be localised. There goes with the separation 
a less direct personal relation between the ultimate employer and 
the W'ork-people : but I think that work-people now desire to 
choose their own friends in their own way. We come nearer 
to what this criticism intends in the statement that, by this 
modern separation, industry now supports a “ functioiiless ” share- 
holder, who “ lives on labour and not by it,’' or who, in the words 
of the late Prime Minister, “ levies a private tax on industry.” 

This is not the time for technical argument, but what has 
generally to be decided is wdiether investment is an industrial 
function. I think it is; and that we cannot limit the industrial 
idea of function to personal exertion, mental or physical. We 
shall at once be involved in middle cases betwwn the two, such 
as the question whether it is a function to take risks. Apart from 
the shareholder, there will then arise the question of insurance 
as a wdiole in relation to industry. And, of course, if we are to 
justify such phrases as “ living on labour and not by it,*’ the 
consequences must be faced ; it makes no difference in principle 
to substitute a fixed shareholder’s remuneration called interest, 
for a fluctuating one called profit. 

I think that the real target of attack in this case is something 
different. It is that a great deal of function costs little or no 
effort or sacrifice ; and if we follow that up, it results from a 
distribution of the national wealth the causes of which are only 
in part industrial. I do not suggest that, as has recently been 
urged, adequate funds for investment can only be obtained on 
the condition of great individual accumulations of personal w'ealth. 
But that question is partly one of such transfers as take place by 
inheritance, marriage, nationally organised gambling, and so 
forth. Partly, it is industrial; since the law of chances makes 
some investments more continuously fortunate than others, and 
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accumulates lending power and control. But indutitry itself 
does not and cannot look bcliind the function performed. The 
instrument devised to deal with the effort or sacrifice that is 
beliind the function is taxation, which is a powerful form of direct 
action, and is coming to be recognised as an instrument, not only 
of revenue, but of constructive social ethics. ■' 

'riie tliird of my problems, however, arises at once. The 
question of status is that of the right to control industry. Why 
shouhl this vest in the distant shareholder who has never seen the 
business, and not in those whose mental or physical labour 
operates it; There is a powerful demand for a review of this 
position. It has been suggested tliat in the end the positions will 
be reversed, that the nearer service of labour will employ capital, 
paying it off at a fixed rate, and governing the industry itself. 
One can imagine under these conditions a meeting on Tower 

Hill, presided over perhaps by Lord , of sweated capitalists, 

to protest against the reduction of the rate from 2 per cent, to l.J, 
and demand a Trade Board. But the present idea has not been 
worked out; it is not possible to guarantee standard rates to 
both capital and labour, unless the income of the industiy is 
fixed and certain. Any solution is within llu‘ fact that risks 
must be taken by one side or botli. 

The problem of status implies that the shareholdcT has too 
much function, or, since he often docs not exercise it, that the 
workman has too little. And modern ideas of status turn on the 
question of what may be called a franchise in industry, or a 
constitution for industry. It is specially with reference to tin’s 
that we have the strong statement.^, from important leaders of 
the Church, to which I have referred, tliat the existing arrange- 
ments are an outrage, an insult to personality. Industrial 
democracy is now an ideal that includes much more than it did 
when this phrase was applied to the growth of Trade Unionism. 
That growth has resulted in a dyarcliy in industry, which is 
conducted on terms, ratlier than by a constitution ; tlic.se terms 
being fixed by bargains between the two sides of this dyarchy. 
There is no better example of this than the first clause of the basis 
of discussion in the recent engineering dispute, which is as follows : 

‘ ■ The employers have the right to manage their establishments, and 
the Trade Unions have the right to exercise the proper functions of 
1’rade Unions.” Is it po.ssible to substitute for terms of settlement 
something more organic, creating a fair distribution of direct 
control of indu.stry, and in effect creating an Indu.strial franchise ? 

For historical reasons, if for no other, this i.s a proper question 
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to raise. There ought to bo scrutiny of the credentials, because 
of the conditions under which capitalism grew up. Taking 
1770 as the beginning of the industrial revolution, there followed 
a whole century of industrial formation before the foundation 
of public education, a public franchise, and the definite acceptance 
of free bargaining. All these arose about 1870, by which time 
industry was fixed and set in the form of shareholders’ control 
and the wage relation. This century of unequal development 
means that it is vtry poamhle that the industrial result is biassed ; 
so that a review of it is natural. On general considerations, what 
is likely to happen under these conditions ? At any rate we know 
how agricultural tenures were affected by them. It is note- 
worthy that schemes to modify the position by profit-sharing, 
beginning in 1860, have mainly been met with the difficulty of 
grafting them on to a system which by then had a different w\ay of 
looking at relationships. Had such schemes grow n with the growth 
of modern industry, beginning when it was still plastic, the holding 
of cii])ital, and the control thereby obtained, might now have been 
a very different thing. I’he unequal development of the industrial 
and other sides of national life ought to prevent any merely 
fatalistic acceptance of the nature of modern industrial control. 

On the other hand, wo cannot simply assume that the only 
right method of organisation for all forms of human activity is 
the political method. But this assumption is commonly made. 
For example, the “ insult to personality ” in the present status 
is made to depend on the absence of a franchise of the political 
kind, whereby workmen would have through elected representa- 
tives executive control over their establishmejits or their industries. 
No amount of “ terms of settlement,” it is held, is a proper 
substitute for this mark of personal freedom ; no amount of 
“ advisory control ” on Works Committees or Whitley Councils 
is equivalent to it. But this transfer of ideas is too quick: 
industry is in its elements not similar to politics. For example, 
there is in politics practically no question of the citizen leaving 
the State because he dislikes the law, or of his ceasing to be 
available as a taxpayer or for defence; but in industry the 
withdrawal, or export, or failure to be forthcoming, of capital 
especially, is an important consideration. Industry is also a 
system in which some variety of form is essential— family concerns, 
co-operative bodies, pioneer enterprise, municipal trades, as well 
as the established joint-stock principle. In practically all cases 
industry is not simply an administration ; it is a different kind of 
thing. Its constitution must have reference to its own nature and 
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function. 'J'liis can bo shown by reference to the parallel cases of 
the Army, where no question of franchise can arise, and the Church. 
Mutatis mutatnlis, lias the ordinary member of the Church more 
control over its policy and appointments than the ordinary worker 
lias over those of industry ? Has he a better franchise ? I think 
that the comparison might modify some episcopal attacks on the 
constitution of industry. The question is a more difficult one 
than can be settled by calling industry an outrage and an insult. 

Jt is possible to consider the conditions of a complete francliise 
in industry; they arc those of a complete partnership. This 
would mean, in the first place, that all the risks were distributed 
over all the parties, no one being entitled to remuneration on 
any standard or minimum whatever, but simply yro rata according 
to the amount of the divisible surplus. It would mean, in the 
second place, some method of equating a definite amount of 
invested labour with a definite amount of invested capital. It 
is possible to imagine this done, in spite of the variety of labour, 
by taking some grade as standard, and measuring from it, as 
is done in the cotton trade. This would be full partnership, and 
every partner, whether shareholder or employee, would have a 
voice in the executive and detailed policy of his firm or industry. 
In some industries, of course, the n'lijority of votes would then 
be labour votes, in others shareholders’ votes; but they might 
cease to vote as sei)arate interests. 

This is a theoretical construction of completely shared control 
or partnership. But, to bring it down to present conditions, 
the fact of partnership would still remain evc;i if some modificaticui 
were made in the method of remuneration of either party, provided 
there was no change in the basis. The fact that one partner 
w^as paid current w'ages, while tiie other waited for a dividend, 
would not by itself show a change of basis ; provided the amounts 
received w'orked out the same, as if there had been a general 
dividend. Of course, as a question of method, labour has to be 
paid over short periods, because it has no reserve to wait on ; 
but capital has, behind dividends, the ordinary earning power of 
the individual. The question is whether the method of wage 
payment ought to carry with it exclusion from voting rights; 
and that in turn is the question whether it is merely a method, 
i,e, a time advance, or whether it is also an alleviation of risk, 
ensuring to labour payments which it might not have obtained 
had it waited for the distribution of the realised surplus. That 
is to say, the fact that one party receives wages is not, jyrima facie, 
sufficient ground for the absence of a franchise. 
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In other words if, working from the idea of a complete partner- 
ship, you make a modification in the method of payment of some 
of the partners, that modification should not carry any disability, 
unless it also carries some privilege in another way. The argu- 
ment wliicli would make tliis out would be concerned with risks, 
and would be a difficult one. It w^ould have to show that some 
risks fall more heavily on capital, and less heavily on labour as 
a whole, than tlioy would on the partnership method of division. 
It is not enough to say tliat capital takes control of industry 
because it takes the financial risk; that is a tautology, that 
capital takes the risk of capital. Consideration of pioneer risks, 
development risks, investment risks, and employment risks 
would create a problem of relative incidence of some difficulty. 
We should also have to consider the fact that risks fall on capital 
by an all-round distrilnition, but that those of labour arc more 
concentrated on individuals through uiicmjdoymcnt. But, at 
any rate, it would be difficult to make a case showing such 
distribution of industrial risks as fairly to give all the executive 
control to the investors of capital. 

Then is it right to hold that the problem of status is really 
the crux of these other questions of motive and function ? Is 
there a usurpation of control, and a wrong refusal of a franchise — 
the result of inadequatelj" guarded industrial evolution ? It is 
executive control that is in question, what tlie Continental 
developments call real control, as distinct from advisory or, in 
their words, theoretical control. 

No, it is not right to hold this, because what would this status, 
or francliise, or share in control mean ? It is usually supposed 
that it would result in some participation in the executive 
functions of direction, by directl}^ elected representatives of 
labour. The result, however, would be more than this. If all 
parties came into rights of control, they would all equally come 
under that joint control. Capital and labour would not control 
capital; they would control labour and capital. What is now 
the sphere of the Trade Union would come under some degree 
of shareholders’ control. But for historical reasons, nhich have 
created the existing dyarchy, this result is most improbable. 
The separate organisation of labour in iiidustry is now bound up 
with a political movement to which this separation is essential. 
That line of development is well defined and unlikely to be undone. 
In other words, whatever might be theoretically riglit, the fact 
is that the full results of industrial partnership would not now 
be acceptable. 

No. 129. — von. xxxiii. 
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It is possible to abandon logical ideas altogether, and, without 
infringing the independence of Trade Unions, create some degree 
of executive labour control simply as a practical solution of 
difficulties. As a practical fact, however, it is very open to 
question whether labour direetors in individual concerns would 
sit; they would be involved in the competitive process of firms, 
whereas the loyalty of the workman is not primarily to his firm 
but to his Union. So groat an industrial leader as Mr. Uowntrec 
thinks it would not work. On councils of a whole industry this 
difficulty would not arise ; but the industry, for executive purposes, 
would then have been unified, and this cannot be forced on 
industry in general. I think we fire bound by historical results. 
To the question, “ What is the way to Manchester? ” there was 
the reply, “ If I was going to Manchester, 1 would not start 
from here.” Status must be developed on some otlicr lines. 

This means — (1) that the industrial idea, that is, unification for 
advisory purposes, is extended, and that within this joint advisory 
control terms of settlement continue to be the rule ; (2) that the 
idea might not only work down to Works Committees and District 
Committees, but possibly also wj) to sonuj National Council 
of Industry, whose work was taken seriously. The Continental 
term, theoretical control, ai)j)liod to this result does l(\ss than 
justice to its possibilities. The idea has so far been to make 
this development voluntary, except in quite unorganised trades; 
it may be necessary to make it statutory. One National Industrial 
Council has perished of neglect, another was strangled at its 
inception ; tJic second part of the Mines Act I. as nut been o])erated. 
That is all to the bad, fuel for unrest. But, with the exception, 
as I have said, of three fundamental industries, everything is 
converging toward this result as the next step, and, within the 
limits of historical results, the step wliich must bo tried out. It 
can be of the greatest assistance for international consultation 
on industrial questions. Of course, it has nothing like the 
pretence of a new system. The development of industry, like 
tliat of personality, is the stages of a self-rcalisatioji which evolves, 
as T. H. Green taught, its owm progress ; subject, in the case of an 
organisation of persons, to the development of personal motives 
and standards themselves. That is a terminus of argument. 
Nobody knows much more of the land to which the ship would 
go than that it is “ far, far ahead ” ; it is as true that the land 
she travels from is far behind. 


D. 11. Macgreqor. 



GROUPING UNDER THE RAILWAYS ACT, 1921 

In the Railwaj^s Act, 1921, the short-lived iMinistry of Trans- 
port, which, though it only came into existence in 1919, is already 
marked out for abolition, ajul its even shorter-lived head, the 
“ business ’’ minister. Sir Eric Geddes, have built for themselves 
a monument which is certainly conspicuous and is likely to be 
lasting. Beginning with the recognition of the political fact that 
the Ujiitcd Kingdom has ceased to be united, and therefore deal- 
ing with the railways of Great Britain only, it introduces three 
changes, each of which separately ma}' fairly bo described as a 
revolutioji. 

(1) It combines all the main railways of the country togdher 
with the smaller compank'S within their respective areas into 
four new groups. 

(2) It sweeps away that legacy of a bygone and simpler age, 
the whole inextricably complicated system of statutory maximum 
rates coupled with a nominal freedojii of tlie com 2 )anics to vary 
rates witiiin the maxima, and substitutes therefor a luwv Rail- 
way Rates 'J ribunal with ])lenary pow'er to fix (and subse quently 
vary) such actual rates, fares and charges as may produce for 
each comi)any a standard “ revenue,'’ fair both to the com 2 )any 
and to its customers. 

('!) It recognises tliat the wages and conditions of emidoyment 
of the stall engaged in an essential 2 )ublic service can no longt r be 
rigardcd as a matter of ])rivate bargain - still less as matter for 
mere employers’ dictation — and establishes a hierarchy of councils 
and boards, culminating in a National Wages board in which 
rcin’csentatives of the jwiblic have the final voi(‘e. 

In other words. Parliament has definitely asserted the right 
to intervene to secure in the public interest harmony and co- 
oiX'ration in raihvay management (1) by substituting for a 
welter of comixting comj^anies, ill matched alike in size, in finan- 
cial strength and in intrinsic resources, four strong organisations, 
each based on a semi-monopoly of an extensive territory, leaving 
it for the future to decide whether they will work their under- 
takings in co-oi>eration, or, where their areas meet or ovcrlaj), in 
orderly and regulated competition ; (2) by transferring tlu' control 
of a subject cssentiall}^ economic from the rigidity of statute hnv 
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and the formalities of a law court, with its precision of issues and 
its strict limitation of the parties to the issue, to a business 
tribunal entrusted with the function of surveying the question 
in all its bearings, of securing, on the one liand, from the traffic 
as a whole a reasonable return to the companies on the capital 
invested, and of seeing, on the other hand, that each separate 
class of traffic contributes, on what may be called “ equality of 
sacrifice '* principles, its fair share of the total sum required ; and 
(3) by providing a constitutional means for exhaustive discussion 
of all questions alTecting the pay and conditions of service of the 
staff, first between the parties themselves, and then by the same 
parties face to face with coadjutors who not only bring fresh minds 
to bear u 2 )on the matter, but also rcjireseiit the public interests 
involved ; so minimising the probability that the public will 
sillier from a strike, local, or it may be national, due in its origin 
very probably to the hot-headedness or unreasonable obstinacy 
of a small group or even a single individual. Further, the Act 
provides for the compilation and publication of adequate statistics 
of operation, in order that the Rates Tribunal and the public may 
be in a position to judge whether the management of the railways 
under the new conditions is carried on with that efficicuicy and 
economy which it is the expressed object of the Act to secure, and 
on which the right of each company to its standard revenue is 
made to depend. 

It is not possible within the limits of an article to discuss 
all three far-reaching reforms. What follows, therefore, wdll be 
confined wholly to the question of grouping, except so far as, a 
reference to the introduction of the, neiv conception of a “ standard 
revenue ” is necessary to make intelligible the financial basis of 
the new groups. 

The official Railway Returns enumerated 214 separate railway 
undertakings as existing in Croat Britain at the end of 1921 ; the 
Act schedules 121 of them as to be combined into four groups. 
The remaining 93 undertakings may be divided into the following 
categories ; 

(a) Undertakings belonging jointly to two or more companies 
now assigned to different groups [e. f/. Cheshire Lines] ; 

(h) Unimportant light railways [mainly narrow-gauge] ; 

(c) Urban and surburban railways, mainly worked by elec- 
tricity, and confined to pas.scngcr traffic [e. g. Metro- 
politan, Metropolitan District, London “ tubes ” and 
Mersey Tunnel] ; 
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{(I) Undertakings with railways not yet constructed or 
derelict. 

Tiic exceptions are numerous but, exccjit the London railways 
and certain of the larger “ joint lines,” relatively unimportant. 
If the lines that are jointly owned by tw^o groups arc counted as 
grouped, all but a fraction of the capital, of the mileage, and of the 
freight — though not passenger — traffic of the country is included 
in the four groups. 

"J'ho Act, in i)rescribing the constitution of the grouj^s, divides 
the companies within each group into two classes, referred to 
respectively as “ constituent companies ” and subsidiary com- 
panies.” A comdituent company is to be “amalgamated”; 
a subsidiary comi^any to be “ absorbed.” In other words, 
constituent companies become j)arts of the new larger entities, 
their stock-holders exchange their old holdings for corresponding 
hohlings in the new group company; stock-holders in subsidiary 
companies are bought out, and the companies themselves dis- 
appear. The four groups arc described in the Act as 

(1) Southern, 

(2) We.st('rn, 

(3) North AWstern, Midland and West Scottish, and 

(4) North Eastern, Eastern and East Scottish. 

The titles which they have since assumed, and by which they will 
in futun^ be knowui, are : 

(1) Southern Railway, 

(2) CJreat Western Railway, 

(3) London, ^Midland and Scottish Railway, and 

(4) London and North Eastern Railway. 

With only one exception the names of the great companies, which, 
though tlicy were not the earliest names, have been famous in 
railway histoiy for nearly three g(*nerations, have disap})eared. 
The name, London and North WVstern dates from 1840, Midland 
from 1844, Great Northern from 1845, London and South Western 
from 1839. All arc gone. The Great Western Railway alone, 
enlarged but unchanged like the great engineering works of its 
author, Brunei, still retains the name in which it was incorporated 
by its original Act of 1835. 

The groups are respectively constituted as follows : 

(1) Five constituent companies; the South Western; tluj 
London, Brighton and South Coast ; the South Eastern ; 
the London, Chatham and Dover; the South Eastern 
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and Chatham Managing C’ommittcc ; together with 
fourteen subsidiary companies; 

(2) Seven constituent companies : the Great Western ; tlie 

four coal lines serving the Port of Cardiff (the Barr}'', 
tlic Cardiff, the Bhymney and the Taff \"ale Kail- 
ways); tlie Cambrian; and tlie Alt'xandra Docks and 
Kailway Company; together with twenty-six subsidiary 
companies ; 

(3) Eight constituent companies; the London and North 

Western ; the IMidland ; the Lancashire and Yorkshire ; 
tlie North Staffords] lire; the Eurness ; tJie Caledonian; 
tlie Glasgow and South Western ; and the Highland ; 
togctliei* witli twenty-seven ^.iibsidiary companies; 

(4) Seven constituent companies : the Nortli Eastern ; the 

Great Central ; the Great Eastern ; the Great Northern ; 
the Hull and Barnsley; tlie North British; and the 
Great North of Scotland; together with twenty-six 
su 1 )s id ia ry compa n ies . 

The Act sets up a special Amalgamation Tribunal with jiowers 
to settle tlie terms of combination, without a])p(‘al except on a 
fpicstion of lav/. Until D(wmbcr 31, 1022, it was open to tlie 
companies to frame voluntarily schemes for amalgamation or 
absorption. 'Fiiese scliemes were to be submitted to the ]\Iinister 
of Transport, and by him referred to tlie Amalgamation Tribunal, 
wliich was required to acce 2 )t the scheme on being satisfied thy.t 
it conformed to the requirements laid down in the Act. Failing 
voluntary agreement before the due date, the duty (;f preparing a 
scheme and imposing it ujion the companies falls on tlu* Tribunal. 
As a matter of fact, w lien the l.d of »January, 1923, arrived tlierc 
was little left for the Amalgamation 'JVibunal to do. Twenty- 
five out of the twenty-six constituent companies had agreed 
upon the terms of amalgamation, though in some eases too late 
for formal approval to have been sought and obtained. Three 
out of the four groups w^rc fully constituted. In the North 
^V’estern group alone, one constituent company, the Caledonian, 
remained to be settled with. The absorption schemes W'crc not so 
far forw ard, though the Great Western (^ompany had acted vigor- 
ously and come to terms with tw'enty-thn'o out of its twenty-six 
subsidiaries. And since then terms have been arranged with the 
bulk of the subsidiary companies in the Southern and London 
Midland and Scottish groups. The Act provides that payment 
to stock-hoid(Ts in absorbed conqiaiiies may be made cither in 
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cash or in stocks of the absorbing companies. In fact, payment 
has very generally been made in the latter form, and very little 
actual money has passed. There surely was never a better 
testimonial to the genius for compromise of the English character 
than is furnished by the fact that these vast and complicated 
financial transactions have gone through in almost every case by 
mutual agreement between the parties. 

It is worth notice that the process of amalgamation has been 
carried out sometimes in two, in one case even in three stages. 
The North Eastern agreed terms with the Hull and Barnsley, and 
then negotiated as one company with the remaining constituents 
of the group. Similarly, the South Eastern and the London and 
Chatham, which were inextricably involved with each other by 
the fact that the lines of both companies were worked by the 
statutory South Eastern and Chatham ^lanaging Committee, 
came to a settlement between themselves, and then as provisional 
partners dealt with the South Western and Brighton Companies. 
The London and North Western amalgamated with the Lanca- 
shire and Yorkshire, and issued its own stocks in exchange for those 
of the smaller company; then the enlarged North Western came 
to terms with the Midland; and then finall}^ the inchoate North 
Western-Midland combination negotiated with the remaining 
constituent companies of the group. 

It will be observed that in the conversion of the stocks of the 
old companies into those of their new group company care had 
to be taken to preserve existing priorities. In the case of the 
well-established and prosperous companies, those of their stocks 
which bear a fixed rate of interest have been exchanged into such 
an amount of corresponding stock of the new company — debenture 
for debenture, 2)refcrence for preference, and so on — as will 
produce the same income as before. And as the prior charge 
stocks of the various companies carry varying rates of interest, 
the effect is that the nominal holding in the new company may be 
either larger or smaller than it was in the old. While on the one 
hand, for instance, £100 2k per cent. Jlidland debenture stock is 
exchanged for £SG 65. Sd. of 3 per cent. London, Midland and 
Scottish, on the other hand, £100 of 5 per cent. South Eastern 
debenture stock is exchanged into £125 of 4 per cent. Southern 
Railway debenture stock. Naturally, where the income is not 
secure, still more when interest is in arrear or dividend not earned, 
the holders have to accept either an amount of the corresponding 
new stock producing a smaller annual income, or to receive new 
stock of an inferior denomination, or even to accept a reduction 
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in both forms. For instance, £100 of Cambrian C debenture stock, 
wliicli, except for occasional lapses, yielded 4 per cent., and was 
cumulative, is exchanged for £70 in Great Western 5 per cent, 
non-cumulative preference stock, yielding only £3 IO 5 . On the 
other hand, there were stocks of important companies which have 
benefited considerably by the new grou 2 )ing. The debentures of 
tlic Gr('at Central or tiie London, Chatham and Dover, for instance, 
were for all jiractical jnirposes secure. But they were not 
‘‘ Trustee Stocks,” that is, stocks in which trustees arc authorised 
to invest unless exjiressly forbidden by the instrument creating 
the trust, because neither of those comi^anies was paying a 
dividend on its ordinary stock. As soon as they arc converted 
into prior-charge stocks of the new groups, they automatically 
become, under the provisions of section 15 of the Act of 1921, 
fully “ gilt-edged ” securities. 

As for the ordinary stocks, their values arc so dissimilar, and 
consequently their treatinent so different, that it is impossible to 
generalise as to their fate. At the one end of the scale we have 
£100 South Western undivided ordinary stock converted into 

ordinary of the Southern Company; at 

the other end Cambrian shareholders surrender £100 of ordinary 
stock in exchange for £2 Ss, Gd. of Great Western ordinary stock, 
not ranking for dividend until 1929. 

One point in connection with trustee securities which gave 
rise to considerable discussion nuiy l)e mentioned here. In 
England, as is well known, a company does not recognise trusts. 
Trustees arc entered in the stock registers merely as so many joint 
owners. Tlie llegistrar, when he sees stock registered in the 
names of A, B and C, no doubt takes it for granted that they hold 
as trustees. But he has no official knowledge of the fact, and it is 
no concern of his, if A, B and C sell the trust security and divide 
the jn’oceeds among them. But lie i.s bound to get all th(i signa- 
tures. In Scotland the law is different. Trustees arc registered 
as such, and they can act by a majority. Jfany holders of stock 
in the Scottish railways objected to give up the system to which 
they have been accustomed, and which they regard as superior 
to the English. In the result it has been arranged that the 
Scottish form of transfer and certificate can be used by buyers or 
sellers domiciled in Scotland if they so desire. 

One effect of these amalgamations is a great reduction in 
the number of different railway stocks. Till recently there 
were over 350 quoted on the London Stock Exchange, besides 


£80 preferred, 

£94 lls, 3d. deferred 
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an indefinite number of small companies’ stocks only dealt 
in locally. Several of the large companies had about twenty 
different stocks apiece. The four groups will only have among 
them twenty-seven (not counting as separate classes issues 
of debentures at varying rates of interest but having the same 
security). 

The Great Western will have five only (debentures, rent- 
cliarge, guaranteed, preference, ordinary) ; 

The Southern will have — leaving out temporary stocks — 
six (debentures, preference, and four ordinary) ; 

The London, Midland andS(?ottish — also leaving out temporary 
stocks — will have five (debentures, guaranteed, two 
jireferenccs, and ordinary). 

The London and North Eastern will have seven (debentures, 
first and s(‘cond guaranteed, fiist and second preferences 
and preferred and deferred ordinary). In this group, the 
six constituent com])anies had amongst them nearly 100 
different stocks, to say nothing of the stocks of the twenty- 
six cornpanic's to be absorbed. 

Though tlu' amalgamations are not y(‘t complete, it is already 
})ossible to say tliat in the final result the nominal capitalisation 
of the railways of Great Britain has been reduced. 1’hc nominal 
capital of many of the poorer companies has been reduced. On 
the other hand, the nominal capital of the Midland Railway 
was increased by over £70,000,000 a generation ago, through 
the refunding of all its prior charges on a uniform 21 per cent, 
basis and tlic conversion of each £100 of ordinary stock into 
£100 preferred and £100 deferred. Now the process is reversed, 
and the nominal value shrinks enormously, for the stocks return- 
ing a fixed 2.J per cent, arc exchanged into a smaller nominal value 
in the new group returning a higher rate, while the deferred 
ordinary is turned into undivided ordinary at the rate of £68 
per nominal £100. TJie following table shows Iiow^ the consoli- 
dation scheme has dealt wdth the securities of the four constituent 
companies in the Southern group. 

Capital on which 

Interest or Divi- Nominal Valiio of Holding!) 
dciuls worn pay- in Now Coinjmny givj'n in 
able as at Kxchango to the* Four 

Dccoinbcr :U, 1021. Companies rcsi)<>o( ivciy. 
£50,045,148 £52,740,374 

29,700,058 35,584,303 

3.3,462,718 32,165,107 

30,386.473 24,356,923 


L. and S.W. ... 
L., H. and S.C. 
S.E.R. ... 

L., (J. and D. 


£162,694,997 


£144,846,797 
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The position of tlic other three groups may be summarised as 
follows : 


Total capital on wliieh interest or dividend was payable ; 


C roa t Wi ‘Sl i * rn ^ro 1 1 p 
Loiulon, -M. and Scottish group 
London anti N.E. group 


Jan. 1, 1022. 
£147,25(1,336 
455,292,862 
342,037,058 


Jan. 1, 1023. 
£136,242,555 
335,297,585 
370,000,000 


Furtlier statistics are as follows : ^ 


Mileage 


fnaitn .. 
\ track .. 
( enginoa 

Rolling stock - carriages 
I a agon s 

Number of cinidoyees 


Southern. 

c.w^ 

L., M. and S. 

L. and N.E. 

2,114 

3,065 


6,385 

.5,277 

8,341 


1(1,209 

2,279 

3,950 

10.33() 

7,594 

10,261 

9,962 

26,703 

20,685 

.36.718 

99,861 

305,690 

300,766 

70,000 

107,622 


223,000 


At this stage it will naturally be asked on what basis the com- 
parative value of the different undtTtakings has been assessed. 
The Act la 3 "s down tlie basis on which the Tribunal sliall value 
each undertaking. It may therefore be assumed that in negoti- 
ating voluntary settlements the representatives of each company 
have had regard to the value winch they thought the Tribunal 
would, if tlie rnatt('r were left to them, attach not only to their 
own undertaking, but also to the undertakings of all tlie other 
companies witli which they were combining. 

Section 6 of the Act provides as follows : 

“ For the purpose of determining the terms and conditions 
of amalgamation betw’een any constituent co?npanios or of the 
transfer of the undertaking of any subsidiary company, the 
amalgamation tribunal sliall take into consideration all the 
circumstances of the case, and in particular the value on a 'net 
revenue earning basis of each of the constituent anrl subsidiary 
companies as a separate company, and its value as a component 
part of the amalgamated company : so, however, that regard 
sliall not be had to economies or accretions of traflie or other 
circumstances tending to enhance its value as such component 
part attributable solely to the provisions of this Act relating 
to amalgamation and absorption ; 

“ Provided that, in the case of the line of one company 
being worked by another company under an arrangement 
whereby a percentage of the gross receipts of the line so worked 
is ])ayablc to the owning company, the amalgamation tribunal 
in determining the terms and conditions of transfer shall not 
take into account any liighcr charging jiowers than tlioso 
authorised in respect of the line under tlie statutory provisions 
in force in the year nineteen hundred and thirteen.'’ 


The vital words are “ the value on a net revenue earning basis 
of each of the . . . companies.” What is that value? Before 
1913, when conditions were normal and the net revenue of a 


^ While these figures mny bo taken as substantially eorroct, they can make 
no claim to absolute accuracy. 
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company varied very slightly from year to year, it would have 
been easily ascertainable. But since then the railways have come 
through nine wholly abnormal years, and during seven years out 
of tlic nine they were in the possession of the Government. From 
August 5, 1914, to August 15, 1921, the companies Jiad, strictly 
speaking, no net revenue except the sums, amounting to a few 
millions per annum, which they received from miscellaneous non- 
railway sources (hotels, letting of property, etc.). Describing in 
broad outline what happened, we may say that the Government 
took all the receipts, met all the w'orking expenses, and made up to 
the companies annually the same net income as they had earned 
in the year 1013. During the War the receipts (if we include what 
the companies would have received for th(‘ cariiage of traffic on 
account of the Government had it not been decided that Govern- 
ment traffic should be carried free) roughly covered working 
expenses and the guaranteed income of the stock-holders. But 
after tlie Armistice wages and prices soared while the rates and 
(charges were only tardily increased. At the beginning of 1920 
tlie rales were sliarply advanced, and increased still further later 
on in tlic year. But these increases, drastic I hough they were, 
coming as they did at a time when trade was falling ofT and un- 
employment growing, failed to meet the fantastic growth of work- 
ing expenses. In the year 1913 the figures for raihray receipts 
and expenditure were : 

(fross Jlccoipts ... £124,800,000 Working Expanses ... £78,874,000 

For the llirce years following the Ai niisf ice liiey wi'ie as follows : 

1919. 1920. 1921. 

Gross Uoci'ipts (in<*luding estinmted 

valiio of Govormnoiit triuUc so ((V)al striko). 

long fts oiirrit’d fioo) ... ... £l8r»,.377,000 £248,192,000 £227,383,000 

Working Expensc.s 171,991,000 241,398,000 230,721,000 

For 1 922 it is not yet possible to give corrcs])onding figures. The 
official monthly returns showed that gross receipts were less than in 
1921, such increases in traflic as there are being more than counter- 
balanced by lowered charges. As for the working e.xponses, we 
remained for the whole twelve months absolutely in the dark. 
The Government failed unaeeounlably to include tins item in the 
compulsory statistics, and it is not the habit of English railway 
companies to give any information voluntarily. We did know, 
Jiowcvcr, that wages had been eoiisiderahly reduced and that flic 
cost of materials had fallen at least as much. A reduelion of ten 
shillings per head on the 740,000 persons wlio were employed 
on the railways of Great Britain at the date of the last return 
would mean nearly £19,000,000. 

On the wdiolc, we were entitled to assume that tlic figures for 
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1022 would show wlion published a great improvement on 1921, and 
a substantial net income earned. But it was verj^ doubtful whether, 
in the ease of all the groups, the net income for 1022 would reaeh 
the net income of pre-War days. On the other hand, it had to be 
remembered that a smaller proportion of a greatly enlarged gross 
income may give the same net as a much larger proportion of the 
old gross. The following formula, kept in round figures, but 
probal)ly not very far away from actuality, will make this plain : 

Net. Cp(' ruling 

Gross Receipts. Working Expenses. Kcceipls. Ratio. 

(0()0,0(H)\s omitted) 

1913.. . £125 £ 75 £50 CO 

1922.. . 225 (increase 80 %) 175 (increase 133 50 78 

Now that the accounts for 1922 are published, it is possible 
to give an outline of the exact po.sition. The railways as a 
whole have done a good deal better than was expected, and 
have recovered their pre-War net revonu(\ Clearly they luivo 
benefited largely, not only from a reduction in wages, but also 
from the drop in the price of coal and stct'l and other materials. 
]\rost of the companies have increased their dividends ; none 
have reduced them. The North Bastern, as is natural having 
regard to the exceptional severity of tlic depression on the Tyne 
and the Tcc.s. has had to draw from reserve to maintain its 
normal rate of distribution. And one or two less important 
companies have done the same thing to a smaller extent. But 
on the whole a larger sum has been divided, and it has paid not 
out of reserves but out of current profits. » 

J^till the profits of 1922 were earned at rales of charge which 
have now been con.siderably reduccul. Concessions in goods 
rates, important in the aggregate, came into force at different 
dates during the year, but none of them were in operation for 
the whole twelve months. Similar concessions in passenger 
train rates were introduced in January, 1923; the current year 
will bear their full burden. Moreover, it is already acknowledged 
by the companies that further coiicessif>ns will have to he made 
ere long. It may be added, howajver, lest any shareholder should 
fear for his dividends in the immediate future, that the com- 
panies have very large liipiid resources. Ncjt only have they 
considerable reserves accumulated both before and especially 
during the War, but they have received £(30,000,000 by agree- 
ment from the Government, partly as payment for arrears of 
maintenance for which the Government w’^as responsible, but 
])artly as a free grant to help them over their difficulties during 
the period of reconstruction. 

it has been necessary to give this brief sketch of a very compli- 
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cated position to appreciate the situation in which the Amalgama- 
tion Tribunal would have found themselves, had they been required 
to estimate the value on a net revenue earning basis of each of the 
companies in the future by taking account of the history of the 
previous years. For not only did the net revenue of the companies 
as a whole, as has been seen, fluctuate wildly, but as between 
individual companies the changes due to the War were even greater. 
On one line new works or munition camps sprang up by the dozen ; 
on another the old traffic died away with nothing to replace it. 
Even traffic that continued to flow was diverted to unaccustomed 
routes. One cannot^judge from the figures published, but it seems 
certain that some companies must have earned much more than 
their pre-War net income, and that others must have earned much 
less. And traffic, once it is diverted from an established route, will 
not come back at once, and may never come back at all. Further, 
the standardisation of railway wages all over the country has in- 
creased the working expenses of companies serving districts mainly 
agricultural considerably more than those of companies wdiose wage 
scales were already at the higher standards of the great towms. 

In a wholly different part of the Railways Act is found the 
key to the problem which has had to be solved. Section 20 sets 
up a new permanent body, the Railway Rates Tribunal. This 
Tribunal by section 58 is directed to allow each company, and 
subsequently each of the four amalgamated comixanies, to make 
such charges as will yield them their “ standard revenue,” and 
the standard revenue of a group company is defined as the aggre- 
gate net revenues in 1913 of all the companies absorbed into the 
group. The companies then in their negotiations between them- 
selves have in the main worked on the basis w'hich they have 
assumed that the Tribunal w’ould adoj)t, and wJiich may bo 
expressed as follows : 

Ignore the immediate past and the immediate future. 
Assume that each company entering the group would have been 
entitled to obtain from the Rates Tribunal authority to charge 
such rates as would have enabled it to earn its pre-War net 
income. This then may be regarded as the net revenue 
earning value to the group of the company to be brouglit in. 
Then assume that the rates of the amalgamated company will 
be in future such as to enable it to continue to earn as net 
income the sum of the net incomes of Jill the companies brought 
into the group. Then capitalise the annual value of the 
assumed net revenue of the group and assign to each company 
brought into the new group so much of the total capital of the 
group as corresponds to the ratio between the individual com- 
pany’s old net revenue earning capacity and tlic new' standard 
net revenue of the entire grouj). 
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There are minor provisions dealing with interest on capital 
expended since 1913, allowance for capital sjicnt before 1913 on 
works which had not at that date become fully remunerative, 
possibly rediietion of the standard revenue if the management 
is not efficient and economical, and so forth. But the main basis 
of valuation laid down by the Act is clear. 

A very slight acquaintance with the railway maj) of Great 
Britain is sufficient to enable the reader to perceive that the new 
group companies are very far from having a monopoly of the 
territories wliich they respectively serve. In France the I’ailway 
system has grown up under a regime of territorial monojioly. 
Five of the six great rescanx - -the plirase “ net-work ” is singularly 
apt — have exclusive occupation each of a segment of a circle 
centred on Paris, while the sixth has equally exclusive occu])ation 
of the country south of Bordeaux and Toulouse. And the system 
is so planned that the divisions between the segments fall, as far 
as may be, not along the lines of great traffic, such as from Paris 
to Lyons or to Eouen and Havre, but in regions of scant traffic, 
as in the case of the frontier between the Orleans and the Paris 
and Lyons companies in the barren iqdands of Gentral France. 
Further, when two com 2 )anies do oiler alternative I’outes wliich 
are on the face of them reasonably competitive, as in the case of 
the Eastern and the Paris and Lyons railway between I^uis and 
Central Switzerland, either the traffic is pooled, or sometimes the 
rates by the one route are deliberately made liigher than by the 
other in order to force the traffic on to the ajiproved route. And 
all this is, of course, done with Government a]n)roval in pursuance 
of a public policy deliberately adopted. C 5" 3 AS 

British railways have developed in a quite ditTerent atmosjihere. 
Com^ietitive dufilication of facilities has as a general rule been 
encouraged by Parliament. There have been exceptions. Bills 
for a new line from London to Bristol competing with the Great 
Western, and for new lines to Inverness to break the monopoly of 
the Highland Kail way have been in recent years deliberately 
rejected. But on the whole the attempt of a great comi)any to 
obtain access to a town, even though it was already adequately 
served by existing lines, has seldom failed of success. In the 
result, it may be broadly said that for every imi)ortant current 
of traffic there have hitherto been at least two competitive routes 
available. Further, sometimes by part ownership of joint lines, 
sometimes by running i)owcrs, whether statutory or merely by 
agreement, the great companies have spread their tentacles far 
outside their own central territory. 
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Now each company coming into its new group brings with it, 
not only the railways which it owns and its share of joint ownership, 
but also its running powers. It is true some of the joint lines are 
wiped out. For instance, the Port Patrick and Wigtownshire 
Joint Railways are at present owned by four companies, but all 
four are to be absorbed into the same new group. Similarly, 
running powers may be wii3ed out, as, for instance, those of the 
London and North Western over the Caledonian and of the IMid- 
land over the Glasgow and South W'estern. l^ut a large number 
of lines, joint between two groups, and of running powers, enabling 
one group to penetrate far into the territory of another group, still 
subsist. Consequently, not only will competition along frontiers — 
frontiers not like those in France but drawn through the most 
important traffic points — still subsist, such as that made possible 
by the duplicate routes from London to Exeter and Plymouth ; or 
from London through Birmingham and Wolverhampton to Shrews- 
bury, Chester and North Wales ; or from London through Leicester, 
Nottingham, Derby, Sheffield, Manchester and the West Riding to 
Edinburgh and Perth. But further, in right either of ownership, 
joint ownership or running powers, the London, Jlidland and 
Scottish (really West Scottish) Company will penetrate into the 
heart of Great Western territory at Bristol, Cardiff, Swansea 
and Carmarthen ; into the heart of London and East Coast terri- 
tory at Southend, Yarmouth, Hull, Dundee- and Aberdeen ; and at 
Bournemouth into the heart of Southern territory. Similarly, the 
London and Pkist Coast Company gets into the heart of London, 
Midland and Scottish territory at SlafTord, Chester, l^iverpool 
and Southport, at Glasgow and Helensburgh, and at Fort William 
and Mallaig. It is true that the Great Western and Southern 
groups are less miitually intrusive ; l)ut even so, the Great Western 
gets by ownership to Winchester and Weymouth, and in right of 
running powders to Southampton, while in return the Southern 
reaches Bridgewater, Burnham on the Bristol Channel, and Bath. 

Wc may say, therefore, that the effect of the new statutory 
grouping is to leave the bulk of the territory of Great Britain 
non-competitive, but the bulk of the traffic still competitive. 
Whatever might have been theoretically desirable, it was not 
practically possible to go further at the outset. The grouping 
of companies, such as they had grow n to be, was as miicJi as could 
be included in a single Act. The enormous complications which 
would have been involved in dealing with the innumerable ramifi- 
cations of ownership, joint ownership and running rights within 
the four corners of a single scheme, the objections of the railw'ay 
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companies tliemselvcs, and the hostility of the public, would have 
foredoomed to failure any attempt to establish here the logical 
French system. 

If we attempt to forecast the future, we may assume that for 
some time to come the new companie.s will be too much occupied 
witli problems of internal reorganisation, with the settlement of 
their new standard rates, with attempts to revise the standard 
scales of wages, or at least to get rid of the most obviously in- 
defensible extensions of those scales, to be able to devote their 
attention to inter-company relations. Competition for almost 
all important traffic will continue much as heretofore. Railway 
men have grown up in a competitive atmosphere, and will be 
loth to change tlieir long-tijiie habits. Further, there is no 
doubt tliat, though economists may have conu^ to believe that 
2 )ublic “ utilities ” can ])est render service if their monopolistic 
character is frankly acceptetl, the trader is still convinced that 
“ competition is the life of trade.” Only gradual change in this 
respect can be looked for ; but that such change will take jdace 
seems reasonably certain. One must sui)posc that the com- 
panies will, in some cases at least, desire to round off their terri- 
tories by sale or exchange of outlying linc.s ; by agreeing in other 
cases to compete, over what one may call the less natural routes, 
only for certain specified traffics, or in certain limited directions ; or, 
again, to exclude competition altogether by pooling arrangements. 

Over this whole field the Act of 1021 has established a new 
system of executive control. 1ffie .s^diere of action of a company 
established by Act of Parliament is defined i)y its Act just as that 
of a limited company is defined by its Ariieles of Association. 
Beyond the sphere so chdincfl the company cannot go. But a 
limited comj^any can modify its articles by its own action accord- 
ing to prescribed forms. A statutory company must apply to the 
author of its being. A railway comjmny established to construct 
and work a line from A to B can construct and work this line only 
but no others. If it desires to extend to C or to work another 
company’s line, hitherto it has had to obtain the sanction of 
Parliament. Section 18 of the Act establishes a new prodccure. 
The Minister of Transjmrt, wliere power is sought by one comi)any 
to acquire, lease or work the railway of another, after due notice 
has been given ami a public inquiiy held, can make an Order. 
The Order is forwarded in draft to the (Jhairmcn of Committees 
in both Houses, either of wJiom may, if ho thinks tlie character 
or magnitude of tlic proposals such a.s to need submission to Parlia- 
ment, require such submission. ’J'he Order may then either be 
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approved by resolution of both Houses, or be referred to 
Committees, and hy them dealt with like an ordinary Private 
Bill. But unless one of the two Chairmen of Committees intervene 
the Order of the ^Minister is linaL 

Provision is also made in the Aet for eases falling short of 
purchase, sale or exclusive working. A company may, after 
obtaining permission from the Minister of Transport, admit 
another to work jointly with itself over the lines of any subsidiary 
company wJiich it has aerpiired. All rights and liabilities, 
whether statutory or by agreement, of the companies inter se arc 
preserved by the Aet, but if the agreements eoiicern allocation of 
traflie or pooling of receipts, they must be disclosed to the Minister. 
And no such agreements can be entered into in future without 
his approval. But while combination is restiaincd on the one 
iiand, competition is not left uncontrolled on the other. Section 
52 provides that a company coinpeting over a longer route may 
charge, not its own standard rates, but the rates of the shorter 
route, but that, if the longer route is “ circuitous,” that is, if it 
exceeds the shorter by more than 30 per cent, or in certain cases 
50 per cent., the consent of the Rates Tribunal must be obtained ; 
and that in deciding the question the public interest and the reason- 
ableness of the com 2 )ctitioii shall be takcji into consideration. 

Assuming that the policy actually adoj>ted was the correct 
one, there is no question that a coin 2 )ulsory 2 )ublic Act was the 
only way to carry it through. It has been said of late that the 
Act of 1921 is only the culmination of a tendency which has 
existed since the dawn of British histoiy. True, no doubt. 
Tile Great Westerii Company already boasts a collection of 
127 seals of absorbid companies. But 214 se})arale uiukr- 
takings still remained in December last, and it is clear that 
voluntary efiort would not have comjdeted the linal amalgamation 
till the CJreek Kalends ; and even of such combinations as would 
have been so cfIcMited not all could have been expected to bo 
between the co/njjanies best suited in the ])ublic iijterest for 
combination. Almost insujierable obstacles lay’ in the way of 
great combinations on voluntary lines. {Several chairmen, in 
submitting the new schemes to their shareholders, have frankly 
avowed their dislike to the whole thing, and maintained that their 
particular company at least, being neither too large nor too small 
to give adequate imblic service, should liavc been let alone. 
Purther, the very heavy stamp duty ol £1 per cent, on all issues 
of new capital, from which the present amalgamations are ex- 
I)ressly exenq)ted, has in the 2 )ast sto 2 ){)ed not a few^ schemes 
No. 129. — VOL. xxxiii. u 
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wliich otherwise would Iiave been brought forward. But there 
is a mueh more serious reason in that amalgamation schemes 
introduced by Private Bill liave to run the gauntlet of opposition 

all and sundry — opposition ostensibly directed to the defeat 
of the measure, but in fact intended to exact concessions as the 
price of withdrawal. In the two most recent cases of combination 
on a considerable scale, the establisliment of the South Eastern 
and Chatham Managing Committee (which only fell short of being 
an amalgamation because it left the capitals of the two companies 
separate) and the acquisition by tJie Great Southern and Western 
of the Waterford and Limerick and two other smaller companies 
in Ireland, terms so onerous were imposed, in the alleged interests 
of certain petitioners, that the benefit of the scheme either in 
econom^^ to the shareholders or in advantage to the general 
public largely disappeared. Not long before the War the 
Great Central, Great Eastern and Great Northern Com])anies 
deposited jointly an Amalgamation Bill, but found in a short time 
that the concessions likely to be imposed upon them were so great 
that they withdrew it without ever submitting it to a Committee. 
It was matter of common belief at the time that, had this Bill gone 
through, it would have bec'ii followed in the next Session by a 
Bill for the amalgamation of the London and North Western with 
the Midland and the Lancashire and Yorkshire. 

It is interesting to compare with our own experience the fate 
so far of the groujDing provisions contained in the Lnited States 
Transportation Act, 1020. TJiis Act provided tJjat the Interstate 
C.'oninierce Commission .should prepares a plan for the eonsolitfa- 
ti(m of the railroads of the Lnited Estates into a limited number 
of systems, but gave the Commission no power to impose upon 
any company the plan wlien pr^^pared. The Act further laid 
down that a scheme sliould as far as po.ssible pre .serve competition 
and maintain existing channels of trade, and that tlie new systems 
where they were competitive should be as far as j)ossible equal 
between themselves in resp(,‘ct both of competitive power and 
value of property, so that they might bo able to carry traffic at 
uniform rates. Subject to the consent of the Commission, com- 
panies might, without waiting for a general scheune, enter into 
combinations which conformed to the above requirements. But 
it was expressly provided that the nominal capitalisation of a new 
system should not exceed the value as determined by the Com- 
mission of the properties consolidated. 

Under instructions from the Commission Professor Ripley 
of Harvard prepared and published a draft plan. This plan the 
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Commission considered, and then reissued with certain tentative 
suggestions for modification ; and it lias recently commenced 
public hearings in reference to the territory between Chicago 
and the Pacific Coast north of Portland, Oregon. But nothing 
further has been done up to the present except that one not 
very important voluntary scheme has just been put forward for 
approval. It is qucstionalfic whether any large scheme can ever 
comply with all the requirements of Congress. No rich company 
will voluntarily assume responsibility for turning a weak and 
inefficient neighbour into a partner cxec'pt on its own terms. 
Capitalisations nominally equal may have very different market 
values; of two potential jiarties to a combination, the one com- 
pany may have a property worth far less than its nominal property, 
and the other a property far exceeding. If the nominal capital 
of the combined undertakings is not to exceed the value of the 
properties brought together, the capital of the poorer company 
must be drastically written down or else the strong company must 
bring its property into the partnersliip at less than its fair valua- 
tion. And on these conditions no voluntary combination is ever 
likely to be brought about. 

It remains to consider brkdly how far the policy of consolida- 
tion is likely to produce the “ efficient and economical working 
of the railway systenn of Great Britain ” which it is the expressed 
(d)ject of the Act to attain, and what the result as measured in money 
may reasonabl}" be exj)ected to be. )Sir Brie Geddes, speaking 
not only as responsible Minister but on the strength of two detailed 
estimates jnade by difrerent persons and on difTerent bases, has 
stated that £20,000,000 per annum is a fair figure for the savings 
which should be secured by amalgamation within comparatively 
few years. On the other hand, a distingiiished railway official, 
certainly not temperamentally opposed to progress, puts down 
£4,000,000 as an outside figure. It is not for the present writer 
to judge between two such expert authorities. i3ut no one 
familiar with the operating methods of other countries can doubt 
that great economies are attainable by the modernisation of some 
of our insular railway iiraetiees. And that the present moment 
is the unique opportunity. 

Combination in itself can only save negligible sums. Directors’ 
fees, a molehill much magnified by popular imagination, may 
be reduced by possibly £50,000.^ The simplification of Stock 


' 'riio (liroctors of all tlu? Coiiipaiiioa now inrhitlrcl in tlio North Kastrni grouf) 
rofoivod £:}0,40U per annum. The lu w London and North East ern Doanl v ill 
rceoivo £25,000 — a saving of £11,400. 
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llc'gisicrs may render a few clerks in the registration office super- 
fluous. But the headquarters’ stall as a whole will probably cost 
more and not less. Larger undertakings imply greater specialisa- 
tion of function, wliich means more responsible and therefore 
more and more highly-paid officials. English railw^ays have 
ahvays needed more men w ith time to think and to plan, free from 
the burden of daily oflice routine. Such men will be indispensable 
in the future. The reduction in the number of companies will 
greatly reduce the work of the Clearing iroiise, and release 
many of its 3000 clerks. But they will be required for more 
elaborate intra-company cost accounting, and for accounting both 
between departments and between local divisions of the same 
deijartrncnt. 

We hear much in general terms of superfluous rival expresses ; 
but no express is competitive through the entire length of its run, 
and probably each individual member of the public regards as un- 
necessary only the trains w hich he personally has no desire to use. 

The real economies can only result from a consistent policy of 
reconstruction, carefully thought out and relentlessly pursued. 
They may be divided under tw’o heads, tliose that arc matter of 
internal administration, and those that depend upon the co- 
operation of the customers of the railway. In the former class 
we may put standardisation of material, wdth consequent reduc- 
tion in price, saving in the quantities required to be ke^^t iti stock, 
and in cost of liandling, depreciation, accounting, and so forth. 
Or, again, we may take saving in manufacturing costs. The 
London, Midland and ►Scottish (.'ompany eom^s into possession — 
in addition to a dozen smaller conecins- of four first-class and 
well-situated locomotive shops, at Crew e, Derby, Horwich (outside 
Manchester), and Glasgow resj^cctively. Each of them has 
hitherto built, in such small numbers as might be required each 
year, all the dill’crent classes of locomotives that its company used. 
If we assume that the Chief Locomotive Engineer of the new 
group will not be so much impressed with the local idiosyncrasies 
of the separate sections of his system as their respective loco- 
motive superintendents have been in the past, and that he 
accordingly arranges to build 200 standard goods engines in one 
factory, 200 standard express engines in another, and so on, the 
reduction in manufacturing cost due to mass production will 
undoubtedly be large. It must not be forgotten, however, that 
changes such as these will meet with opposition from thousands 
of officials and employees, will upset tradition, disturb long- 
established habits, and may uproot large numbers from their 
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settled homes. It will be natural for the new managements to 
hasten slowly. On the other hand, the public are entitled 
constantly to hold before their eyes the fact that it is only on 
condition of efficiency and economy that tlie standard net revenue 
is guaranteed to the shareholders. 

The field for economics needing public co-operation is perhaps 
even larger than that for internal reforms. Two instances of the 
first importance may be given. Great Britain as a coal-producing 
country is second only to the United States. America has for 
many years handled its coal traflic in units of not less than 50 tons 
— the unit has gone up of late years to 70, 90, and even over 100 
tons. Other countries employ wagons of 20 or 30 or 50 tons 
capacity. Great Britain still adheres to the use of a toy truck 
holding only 10 tons, and belonging as a rule not to the railway 
company but to the private traders. With one exception. The 
North Eastern Railway, having the double advantage of owner- 
ship of tlie trucks working over its system and of a monopoly of 
the coal-fields of Durham and Northumberland, has gradually 
educated its traders to the use of 20-ton trucks. The South 
Wales coal-fields, a self-contained area, produces, very largely for 
shipment, 50,000,000 tons a year. So long as there were a dozen 
railways and half a dozen dock undertakings contending for 
traffic, it was too much to hope that a drastic reform would bo 
introduced. But now that the Great Western Railway is in 
sole control of the whole area, it is not too much to hope that 
the com])any will impress u 2 )on the coal trade the urgency of 
reform. The resulting economy would be very great, and uould 
benefit alike the coal-owner, the railway company, the ship- 
owner, and the British consumer, and ultimately would by 
eheajxuung coal exports lud^) the general foreign trade of the 
country. 

Another instance may be given. Now that after many 3 Tars 
of waiting we at length have figures showing what tlie average 
charge per ton-mili; is, it is established as a fact that our merchan- 
dise rates are higher than in the other countries which are our 
important competitors. Partly, no doubt, this is justified by the 
higher capital cost of our railway's ri*Iatively to the volume of 
traffic which they carry, but it is due in much greater degree to 
the excessively costly mcdliods of carriage. English traders are 
accustomed to consign their traflic in retail quantities, and to 
expect it to be carried at almost 2 )assengcr train speed. We now 
know — we could only surmise before — what this means in oper- 
ating cost. It means that the average load of a so-called loaded 
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truck is less than one-third of its capacity; that the average 
engine load is less tlian lialf what tlic engine is capable of hauling; 
that rolling stock, vastly in excess of what would be regarded in 
any other country as aclcquate to handle the tralTic, needs to be 
provided and maintained together with tliousands of miles of 
sidings to hold it ; that so much shunting is needed in congested 
yards that for every three miles a goods train travels a locomotive 
is employed for a whole hour. It is impossible to believe that the 
advantage to the trader is Avorth its cost. Hitherto he has been 
in a position to say that cost to the railway company is no affair 
of his ; if he helped the company to saA^e, the saving Avould go to 
the shareholders and not to him. lleneeforAvard the position is 
changed. The benefits of economies enure under the new Act as 
to 20 per cent, to the Company, but as to 80 per cent, to its 
customers in reduction of the standard rates. The ncAv companies, 
from their greater weight, their freedom from less respcmsible 
competition, and the fact that they possess statistics to prove 
tlieir case, are in a very strong position to educate their public and 
to press forward and grad\ially enforce reforms. It is not only 
their duty but their interest to do so, for let it bo once more 
repeated, it is only on condition that the business is conducted 
with efiiciency and economy that PailianuMit has guaranteed that 
the ])re-War dividend of tiie old compank'S shall continue to be 
enjoyed by their successors. 

One point may be mentioned in conclusion, rarliament, not 
only by the Uailwavs Act, 1921, but by the j)ermanent sections 
of the Ministry of Transport Act, 1919, lias imptised upon the 
Ministry of Transport a large number of imjiortant and highly 
technical functions. And as originally constituted the ^Ministry 
had not only an expert cliicf but an expert .staff adequate to 
perform them. Tliis staff has, on the grounds of economy, been 
reduced almost to vanishing point. The statutory duties of the 
Jlinistcr are being performed, ])ending the abolition of the Ministry, 
on Avhich the Prime Minister has decided, by the First Commis- 
sioner of Works, Avho is not an expert and has jio expert staff. 
Now the whole scheme of railway reconstruction, laid down b}'' 
the two Acts of 1919 and 1921, is conditioned on export supervision 
and guidance of immensely powerful companies by a Government 
Department. To sa\"e £100,000 a year at the price of official 
sterility in respect of a business Avhich draAvs £200,000,000 in 
charges from the public hardly seems consistent with true 
economy. 


W. JI. Acavorth 



WHEAT, WHEAT FLOUR, AND BREAD COMmSlTE 

PRICES 


In the Economic Journal, Volume VI (ISOO), pp. 475-484, 
there is an interesting and valuable analysis of the relative prices 
of wheat and bread, based upon “ the Association prices of six 
large towns where market prices are ncan‘st to those of Mark 
Lane.’’ The period covered is from March 1804 to March 1805. 
Of tlie conclusions, eighteen in all, drawn by the writer, J. Kirk- 
land, two are cited iK^rewith, namely : “ That the relative prices 
of wheat and flour are more constant tlian tJiose of flour and 
bread; ’’ and That the table of comparative prices here given 
does not show' that there is any well-derined rule by which bread 
pri(‘es alter in sympathy with w'hcat, but it shows that wdieat, 
flour and bread have a tendency to move* together.'’ 

To what degree these deductions may be regarded to be 
correct is a complex (piestion affected by so many factors that 
our jjositivc know ledge of the subject l)ecomes scanty and generally 
unsatisfactory, d’herc is a mass of information available, but 
the methods employed in compilation, tabidation and general 
presentation are frequently not clear because of the omission of 
essential details regarding the schedules upon which data liave 
been based. Significant bits of testimony, compiled in the United 
States, may interest the members of the Royal Economic 
^Society. 

My article has two purposes. Firstly, to record a general 
agreement with the earlier writer with respect to most of his 
findings. Secondly, to call attention to several considerations 
not previously cited, w hicdi strengthen the bases for his deductions 
and at the same time open wide the field for fresh research. On 
account of the tremendous questions involved, no endeavours are 
made by me herewith to develop the topics beyond certain 
suggestive boundaries. Any other procedure would result in an 
article of interminable length, or, by stressing particular ])liases, 
this correlated study would be thrown badly out of pro])oition. 
My aim is to set the stakes. 

Many economists liavo in their discussions treated wheat, 
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wheat Hour, and bread as a distinct entity. Through their 
neglect of recent changes in the processes of agriculture, industry 
and commerce, they have failed to study closely the various 
items entering into the demand schedule and into the supply 
schedule. 

In America during the past decade numerous Government 
reports and private publications have presented in a more or less 
spectacular form significant cost and price aspects which are at 
once suggestive and valuable. Among the leading factors may be 
cited : (1) the necessity of commodity definitions, (2) the variety 
and relative importance of the different components entering 
into the expenses of production, (3) the relative importance of 
the different components entering into the expenses of selling, 
(4) the general nature of the demand, (/)) the steadiness of con- 
sumption, (0) rival demands, (7) rival supplies, (8) by-products, 
(9) price schedules, (10) relative price movements. 

Regarding definitions of what we mean when we speak of 
wheat, wheat flour, and bread, there has been no consistent 
“ meeting of minds.” Although this brief discussion is devoted 
to wheat and wheat products, taken by themselves the expressions 
wheat, wheat flour, or bread are meaningh^ss for exact discussion. 
In the case of wheat we have liard wheat and soft wheat and 
many grades of each. As a rule each locality is know n to produce 
a certain quality of this cereal. A study of prices and other 
factors illustrate the independent characteristics of the various 
types. An analysis ef flour presents further difiieulties, inasmiveh 
as the composition of flour is based on a scciet formula to which 
the trade name is applied. ]?roadly speaki/ig, flours are classed 
as patent flours and standard fhiurs, hut the varieties arc legion. 
It is noteworthy that American millers seem to b(^ making far 
more use recently of certain types of Canadian wheat which are 
blended with one or more American qualities. Our failure to 
understand the exact proportion of each grade of wheat in the 
making of flour makes our deductions unsatisfactory. Turning 
to bread. Hour is unquestionably the most important ingredient, 
yet yeast, salt and water arc also necessary, and still other 
ingredients may be important. Sugar and milk are being used 
more than ever, partly because they assist the yeast to work 
more quickly and help to give the bread loaf a goldcn-browui 
crust. As in the case of Hour, the commercial producer has 
his special formulas w'hicli must be made available if we are to 
know the real cost and relative merit of the output. 

Tlierefore in studying production costs or expenses, a single 
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raw material or a partly finished material is not necessarily the 
determining clement. In the case of wlicat -growing, climatic 
and other factors beyond the control of men play such a large 
part in the risks that it is considered futile to attach much 
importance to esta])lishing normal costs. The United States 
Dei)artment of Agriculture {Year Booky 1920, ])p. 301-8) compiled 
cost figures based on records of 481 farms in the year 1919 (when 
all expenses were unusually high). The Department of Agricul- 
ture reported that the “ average “ net cost per bushel spring 
wheat W'as found to be $2.05, but the range in net cost per bushel 
was from $1.10 to $14.40; of the foregoing 24-5 per cent, cost 
less than $2.00 per biisliel, 29-4 per cent, from $2.00 to $2.50 per 
bushel, 22*8 per cent, from $2.50 to $3.00 per bushel, and 22*3 
per cent, at over $3.00 j)er bushel. Th(\sc results are interesting 
as exaniples of varied cost, yet from the standpoint of careful 
accounting practice they arc little to be relied upon. In reporting 
these figures the Department of Agriculture announces that land 
rent constituted about one-fourth, labour one-third, materials 
oiic-sixth, and other expcn.ses one-fourth of the total cost. 
Excluding land rent, tlie proportions become labour two-fifths, 
materials onc-fourtli, and other expenses a])pr()ximately one-third 
of the total cost. Thus labour ap^iears to be the chii'f element 
in cost of wheat -growing. 

Analysing flour production costs, the ('arlier writer in the 
Economic Jovrnal is correct in his conclusion that the price of 
wlieat determines largely the price of flour.^ A Minneapolis miller 
tcstifi(‘d at the National Agricultural Conference held in Washing- 
ton, January 23 27, ]J)22 (proee(*dings jMiblished as a Government 
document, 07th Cajiigress, 2nd Session) : “ Contrary to common 
opinion, the miller is not int(*rested in the iwicc, except that it is 
high enough to encourage the production of wheat. It matters 
little to tlie miller whether he pays $3.00 a bushel for wlieat or 
$1.00 a bushel f('r wheat. Ho buys wheat and sells Hour, and the 
price tliat he asks for tlic Hour reflects tlie price that he pays for 
the wheat.” Substantial evidence on this point appears in the 
Report of the Federal Trade Commission on Commercial Wheat 
Flour Milliug (September 1920). From the following table it 
may be observed that the cost of wheat material is nearly identical 
with the actual net cost of Hour per barrel, anti in some cases is 
actually less, the reason being that the by-jiroduct, feed, is a 
substantial source of return. 

^ Tho real explanation is to bt? found in tho vvidcsprt'nd (‘mployment of 
“ hedging ” operations on tho grain oxchango.s. 
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Auali/,'^ls of the costs of the thirty-seven companies in making and 
selling a barrel of wheat flonr^ by years 191.V14 to 1917-18. 


1 

Item of Cost. 

1913-14. 

1914-15. 

1915-16. 

1910-17. 

1917-18. 

Wheat 

S3-96 

$5*42 

$5-09 

$8-32 j 

$9-72 

Paekages 

•27 

•23 

•24 

•31 

•47 

Mill operating costs . 

•22 

•22 

•21 

•28 

•37 

General and selling ex- 






peiiso 

•30 

•33 

•31 

•42 

•41 

Total cost of flour and 






feed . . . . . 

4-75 

C-20 

5-85 

9-33 

10-97 

Charged to production of 






feed 

•70 

•84 

•77 

1-26 

1-29 

Not cost of flour per barrel 

3-99 

5-36 

508 

807 

9-68 


In the combined making and selling of bread all ingredients have 
been estimated to amount to 40 to 60 per cent, of the selling price 
of the bread loaf. The Minnesota State Department of Agricul- 
ture (Bulletin No, 5, Investigation of the Production, Distribution, 
and Prices of Bread, St. Paul, January 28, 1920), basing their 
conclusions on the testimony of twenty-six bakery concerns, 
reported that with flour selling at approximately $11.00 per 
barrel and with a retail price of bread loaf at 10 c., various elements 
of cost were made up of material, 5 c. ; labour, nearly 2 c. ; 
manufacturing, delivery, administration and (h'pieciation, 1^ to 
2 c.; baker's profit one-third of a cent; and retail profit c. 
Therefore, total material cost, of which flour is one item, would 
appear to have an influence in the retail price which is less 
dominant than most wTiters assume to be the case. 

The third factor, namely, the expenses of distribution, has 
been slighted by the majority of investigators. TJie voluminous 
report of the Joint Commission of Agricultural Inquiry, which 
appears in four parts devoted to the agricultural crisis and its 
causes, credit, transportation, and marketing and distribution 
(67th Congress, 1st Session, 1922), has reproduced a vast amount 
of valuable material. The statement is correctly made that in 
marketing food products (the situation is doubtless more true for 
non-food products except certain raw materials) the expenses of 
selling exceed generally the expenses of production. It is 
interesting to observe that in the case of a staple product (bread) 
the consumer’s dollar is estimated to be applied approximately 
onc-half to the processes of production and one-half to the pro- 
cesses of distribution subdivided as follows, covering the year 
1921 : production — wheat produc(‘r receives 28*1 c., transporta- 
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tion 2-6 c., elevator margin and profit 2-8 c., flour manufacture 
0-6 c., transportation 4-4 c., cost of bread manufacture 12*3 c., 
total production 50*8 c.; distribution — manufacturer’s cost of 
selling 16*4 c., overhead 8-5 c., profit 5*7 c., retail operating 
expense 15-7 c., profit 2-9 c., total distribution 49-2 c. Thus it 
appears that in the analysis of the amount paid by the consumer 
per dollar for bread the influence of the cost of material is far 
less important than in the making of flour from wheat. 

There is one respect, however, in which conditions to-day do 
not seem to be similar to those twenty-six years ago. The 
notable non-manufacturing expenses of tlie baker, such as 
merchandising and delivery, possibly do not find direct cxi)ression 
in the retail price to-day. The United States Food Administration 
referred more than once to the logic of different prices depending 
on the utilisation of these independent factors, but the consumer 
has not been educated to looking behind tlie naming of a definite 
price. 

Regarding tlie next feature, the nature of the demand, it is 
apparent that there arc fundamental differences between the 
situation affecting wheat, wheat flour, and bread. Consider the 
number of industrial agents — surely of importance. In the United 
States there are estimated to be over (>,000,000 farms, millions 
of wdiich produce a certain amount of wheat which in turn is 
sold largely to manufacturing millers, wlio numbtT k'ss than 
15,000. TJie flour manufacturer is sometimes in the bakery 
business ; but, gcmerally speaking, his output is sold either to 
manufacturing bakers, to jobbers, or to large retailers who sell to 
the ultimate consumer. Bread in turn may bo made in the 
bakery (there arc about 25,000 commercial establishments) which 
supplies the liouseliolder, or it may be j^roduced at liome without 
calling in any industrial agent beyond the dealer in (lour and 
other materials. In the making of bread, the private family 
becomes a competitor of the professional baker, a factor which is 
well recognised by the baker and the retailer. However, on 
account of the difliculty of securing domestic help, fuel costs and 
inconvenience, there is abundant evidence that American families 
are doing less and less baking at home. Tlie United States Food 
Administration (Policies and Plan of Operation, Wheat, Flour 
and Bread, December 1, 1917) estimated that 40 per cent, of the 
nation's bread was baked commercially and the balance, 60 per 
cent., at home. As a result of a survey of foreign nationalities 
in New York City it has been recorded that G ptT cent, bake 
all their bread, 54 per cent, buy all their bread, and 40 per cent. 
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buy only part of their bread. All nationalities are said to buy 
over 50 per cent, of their requirements. The highest percentage, 
79, was reported for Irish and Polish families. “ Tlie percentage 
of Americans using baker's bread differs only by 1 per cent, from 
the percentage of families of all nationalities in all the cities who 
use baker's bread, Americans buying 66 per cent. ; other nation- 
alities 65 per cent ’’ {The Journal of Home Economics, Vol. X, 
pp. 561--3). An interesting study could be undertaken comparing 
the bread-making conditions in the United States and foreign 
countries in order to help explain why foreigners of the lowest 
standard of living do not undertake to bake bread at home. 

All staple food products are regarded as largely subject 
to fairly steady consumption requirements, since the human 
stomach has a limited and somewhat well-defined capacity. This 
contention seems to be borne out by recent American experience, 
although the data arc not conclusive. A Canadian, James Mavor 
(Political Science Quarterly, December 1911), has stated that 
wheat consumption actually and per capita is on the increase. 
There are, however, several wxdl-informcd investigators who take 
the iDOsition that the consumption of wheat is actually decreasing 
per capita, perhai^s partly to bo explained by the better utilisation 
and by articles of substitution. Marshall (Industry and Trade, 
p. 794) believes that, despite fluctuations, wheat prices are the 
“ best single measure for the real purchasing power of money; '* 
moreover, “ the average value of grain in terms of human life has 
been fairly stationary over the centuries." ' 

The United States Tariff Commission {'Tariff Information 
Series, No. 20, Agricultural Staples and the Tariff, p. 50), using 
the figures for 1910-14, inclusive, states that export shipments 
of flour vary comparatively little, since flour “ is sold under 
brand and the brand itself is in demand.'’ Is this true to-day? 
The Federal Trade Commission (op. cit., p. 14), comparing the 
yearly records, 1901-1918, inclusive, shows that the critire range 
of per capita consumption of flour in the United ^States was only 
from 0-95 barrels to M6 barrels. The North Western Miller 
(June 14, 1922) reports that a barrel of flour annually per capita 
is approximately correct, and also that “ the theory that hard 
times increase the consumption of flour is verified.” The latter 
statement is probably true, since during times of depression 
various wasteful habits are largely abandoned. While it is 
commonly asserted that there is an increased consumption of 
bread during hard timers, tlic pnxjfs seem to be somewhat incon- 
clusive, on account of lack of reliable information. 
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The rival demands for wheat, wheat flour, and bread have 
been largely overlooked. In the report of the Federal Trade 
Commission already cited, the estimates regarding the consump- 
tion of wheat in the United States for the years 1913-14 to 
1917-18, in millions of bushels, follow : 


Crop Year. 

Total con- 
Biimptioii. 

Fed to 
stock. 

Used for 
seed. 

Mill con- 
sumption. 

Exported 
as flour. 

1913-14 . . . 

696 

55 

76 

566 

53- 1 

1914-15 . . . 

054 

20 

84 

550 

72-5 

1915-16 . . . 

743 

74 

79 

590 

68-4 

1916-17 . . . 

632 

13 

82 

637 

530 

1917-18 . . . 

664 

13 

89 

562 

95-8 


The utilisation of flour generally is restricted to edible purposes 
although not exclusively for bread-making. The biscuit or 
“ cracker ’* (the American term) industry makes large demands. 
Furthermore, the Japanese in their demands for American flour 
specify whiteness and low price, since flour is used for non-baking 
purposes and the lower grades purchased may be as good or 
better for them than flour prepared directly for use in making 
bread. Obviously bread satisfies a direct demand and is higlily 
perishable. But the problem of distributing stale bread, which is 
supposed to result from the output, in the year 1917, of 600,000 
barrels of flour yearly, has been notoriously neglected. tStalc 
bread is frequently thrown away, altliough its ingredients have not 
disappeared in the lapse of a day or more, and for m a u}^ purposes 
stale bread has as many possibilities as fresh bread. Bakers 
apparently do not consider that stale bread is an important 
competitor of fresh bread. 

From the standpoint of distribution, the principle of sub- 
stitution is of far less importance than when applied to inoduction, 
since the product has reached the advanced stage. Other cereals, 
notably corn and rye, have nutritive qualities in no sense inferior 
to those in wheat. During the World War, Herbert Hoover 
attributed the failure of Europe to utilise corn as a bread-stuff 
as due to ignorance of the making of corn bread, the inadequate 
equipment, the short life of corn meal, the absence of corn-milling 
establishments, and the difficulty of shipping corn in the germinat- 
ing season. The superior value of wheat could be attributed 
largely to familiarity with its use, its durability, and its palat- 
ability. In the case of bread a patriotic movement resulted in 
the consumption of “ war bread in this country as well as 





4G 


THE ECONOMIC JOURNAL 


[march 


abroad. Almost needless to state, vegetables, fruit, meats and 
other articles of diet arc in never-ending competition to satisfy 
the human fancy A 

Related to both the questions of competitive demands and 
competitive supplies we must recognise this continuous rivalry 
between various classes of food. For example, there is a pro- 
nounced rivalry between wheat and wheat flour as far as the 
European purchasers are concerned. In English newspapers 
there have been many eitatioiis of British millers wiio have 
opposed the importation of foreign-made flour. 

There is no more interesting phase from the standpoint of 
both economic or foreign business practice than the significance 
of by-products. Marsliall (Principles, seventh edition, p. 389), 
in discussing derived supply price, gives an excellent illustration 
of the importance of the 2 >ricc of straw as affecting the wheat 
consumption of Eiigland, concluding that the value of straw (not 
an imported article) is high in those countries wliicli im^^ort 
wheat and low in those countries which export wlieat. To take 
the instance of flour, there has been no adequate a 2 q)reciation of 
the im|)ortaiice of the by-products of flour mills in tlic ])rice and 
other commercial features of the local and tlic world flour trade. 
The largest American flour manufacturing com 2 )any states, tliat 
in the various reductions, npj>roximately 70 per cent, of the 
wheat is saved for food and the balance becomes bran and shorts. 
Important trade interests in many countries have given serious 
consideration to the advisability of dum 2 )ing flour through the 
medium of charging high 2 ^rices for by-proflucts. The significance 
of by- 2 ^roducis is a 2 )parent by referring to tlic figures of the 
Federal Trade Commission in this article dealing with the net 
cost of flour per barrel. Tlie 2R’F'C'^ received for by- 2 u*oducts 
constitute a considera])le margin which might be used as a leverage 
for the naming of wheat prices. The agitations of British millers 
for an increased duty on flour im 2 mrts havx^ been due to proved 
ability of Australian interests to sell locally by-2)roducts for feed 
2 )urposcs at high 25ricc3, wdiich enables them to lay down flour in 


* Wheat is bought by such irulcpendcnt tests as colf)ur, wt-ight and protein 
value; the la::t-mentioiied is now receiving much attention. Flour is bought by 
various standards. Tlic “ bread score card,” devised by tho American Institute 
of Baking, gives the following “ weighting ” : external appearance, 30 (voliuno, 
10 ; colour of crust, 8, symmetry of form, 3 ; evenness of bake, 3 ; charaelcTisties 
of crust, 3; bread and shred, 3), and internal appearance, 70 (grain, 10; colour 
of crumb, 10; flavour, lo; taste, 20; toxturo, IJ;. It is stated that “tho ideal 
taste is tho same as tho ideal flour.” Thus, brood appears to bo bought for 
appearaneo as well us for nutrition. 
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England at a level said to be under the actual English cost of 
production. The commercial feed business in the United States 
is tremendous, and has been estimated by the Federal Trade 
Commission {Report on Commercial Feeds, March 29, 1921) at one 
half-billion dollars annually. This industry shows every indica- 
tion of increasing in its size and importance. Yet it must not be 
forgotten that there are many kinds of commercial feeds which 
enter the market and which compete on close margins. Most 
difficult is it to prophesy prices for cotton-.seed meal, soy-bean 
cake, etc., since these products are merely one single output in 
huge integrated industries. In the study of by-products of bread- 
making, stale bread deserves special consideration. The wliole 
subject of by-products for the cereal industry as a wliole offers 
promising rewards to diligent investigators. 

The price schedule is a separate subject of whi(di only one or 
two superficial phases can be touched on licre. WJieat and 
wheat Hour enter world markets and are there clearly influenced, 
perhaps almost entirely so, by the naming of iJrices in one or two 
leading centres. As has been noted, the price of wheat is the 
most important factor in the price of wheat flour; yet at the 
same time wheat and wheat flour are market competitors. In the 
case of bread there is the curious situation that the retail price 
has been determined largely by custom. The baking interests in 
the United States are trying to do away with this automatic 
check on the price which the consumer is accustomed to pay. 
In order to keep in business the baker must receive for his product 
a price wdiich will offer satisfactory returns for his enterprise. 
When component factors, such as the price of wheat, baker’s 
help, deliveiy expense, etc., are too high for him to sell at a 
profit, different alternatives are open to him. He may, for 
example, use cheaper grades of wheat, do aw'ay with sugar or 
other non-essential ingredients, abandon home delivery, or reduce 
the weight of the loaf. In by far the majority of the cases it is 
customary for the weight or size of the loaf to be adjusted to the 
cost of the bread in such a way that the final selling price will 
not be altered. Practically all bakers have stated that it is their 
custom to reduce the size of the loaf when their expenses of 
production and distribution are high, and to increase the size of 
the loaf when these expenses decline sulliciently (see report United 
States Food Administration, Policies and Plan for Operation; 
Keport Minnesota Stale Department of Agriculture ; Hearings 
regarding increased price of bread in the District of Columbia, 
Ghth Congress, 2nd Session, etc.). If we believe that the consumer 
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is FooIlmI tlKM-oby, tliis method of adjusting the bread content to 
[irite is a ([uostioiiable onc.^ 

The rec^ogiiition of this practice has found expression during 
1921 ill the passage by four states of laws prescribing regulations 
which establish minimum requirements for the public sale of 
bread. 

Ill American experience there is nothing to substantiate the 
statement made by Kirkland, that “ bread in port towns is, 
(piality for quality, usually cheaper than in inland centres.” * 
He explains this by transportation costs to interior or remote 
places levied on imported wheat or flour. 

Itelative price movements have been receiving and are 
i-oceiving probably more attention than any other single phase of 
the whole problem underlying the demand and supply aspects of 
cereals and cereal products. Nothing which has come to the 
writer’s knowledge so far tends to disprove the conclusions of 
Kirkland in tlie Economic Journal sixteen years ago. In fact 
all evidence substantiates his findings. Further, a few graphs 
compiled by the writer indicate that labour wages in the milling 
and bakery establishments have somewhat similar curves to 
commodity prices. It must be admitted, however, that the 
dissimilar conditions underlying price equations for our wheat, 
wheat flour, and bread scries make it aifficult to furnish conclusive 
proof regarding explanations for price variations. It is to be 
hoped that students may consider various methods of weighting 
the various components in the making of costs and prices and to 
follow out their investigations accordingly. As an illustration, 
a.^suming that the retail price of bread is 10 c. and the cost of all 

' Tlio practice, eonimoii in tho London bakery trade before tlio War, of 
selling two-pound loaves at 2 lb. 1 oz. cr at 2 lb. 2 oz., and making up tho 
deficiency by a small roll or by a picco of broad cut from another loaf, lias not 
been followed in Ainc'rica, 

* Although recognising Unit England has a constant deficiency in wlieat 
end in wheat-flour production, it seems strange that tlie interior “cost of 
carriage ” should exert such an influcnco witli respect to other far larger expenses. 
Monthly bread prices for fifty-ono leading American cities aro available in tho 
Monthli/ Labor Review^ United States Department of Labour. Prico per bread 
pound for May 15, 1922, places chosen at random, for six leading coast cities 
(lialtiiiiore, IJoston, New Orleans, Now York, fc>ettttlo, San Francisco) averages 
8- 75 cents, and for six leading interior points (Birmingham, Chicago, Cincinnati, 
D(‘n vir, Minneapolis, liocliestcr) give on identical figure. Tho highest in tho 
first group is Seattle, loeat(;d in a whcat-grow'iiig region; tho lowest is Now 
Orleans, loeal(‘d in the cotton belt. The highest in the second group is Chicago, 
a domestic port located in the centre of tho world’s granary ; tho lowest is Denver, 
hundreds of miles away from tho largest wheat-fields and flour-mills. It is well 
known that in tho same city, under similar conditions, tho retail price of 
comiaei'cially identical bread loaves may range from ten to fourteen cents. 
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ingredients entering the bread loaf is 5 c., a variance of 1 c. in 
tJiese ingredients should receive no greater nor less weight than the 
variance of 1 c. in the other items equally important in the 
aggregate. The failure to recognise the striking significance of 
the non-material items has led many otherwise competent 
investigators astray.^ 

A leading authority is the United States Department of 
Labour, which publishes, through its Bureau of Labour Statistics, 
regular bulletins on commodity and labour prices. Among the 
leading periodic publications are Whole^mh Prices ; Retail Prices ; 
Union Scale of Wages and Honrs of Labour ; Monthly Bulletin. 
Publications of the Dex)artinent of Agriculture, Department of 
Commerce, Federal Trade Commissions, and the Tariff Commission 
arc also useful, especially the statistical Survey of Current Business 
published by the Department of rommerce. War-tinic prices 
are well handled in the publications of the War Industries Board : 
Mitclicll, International Price Comparisons ; Carrett, Government 
(hntrol over Prices ; Wildman, Prices of Foods ; Peltason, Prices 
(f Wheat and Wheat Products ; Maxwell, Prices of Feed and 
Forage ; Mitchell, History of Prices During the War. Further 
studies of Mitchell appear in Bureau of Labour Statistics, Bulletin 
284, Index Numbers of Wholesale Prices in the United States ajid 
Foreign Countries. The monthly Industrial Bulletin, issued by 
the Industrial Commissioner of New York State, Albany, gives 
monthly commodit}^ and labour prices. 

In conclusion, the writer is in substantial agreement with the 
earlier writer in the Economic Journal. While my information 
is admittedly incomplete and from many points of view unsatis- 
factory, my findings are not much out of line with those earlier 
expressed. 

A great deal of more or less valuable material can be obtained 
by reference to recent American publications. Attention is called 
especially to publications of the United States Departments of 
Agriculture and Commerce, and to the bulletins issued by the 
State agricultural departments, and by the land grant colleges. 
'Fhere is also scattered testimony contained in Covernment 
hearings before Congressional committees. Intensive studies 
dealing with food products, notably wheat and bread, are being 
undertakefi by the Food liesearch Institute of Stanford Univer- 
sity, whose directors have been prominent in University and 

* S«o ro|)ort of tho price of bread, Di.strict of ColiimV)ia, for detailed figiiiys, 
furnished by the loading local manufacturers, for all main expense items extending 
over 8ixty*five consecutive periods, 1914 to 1920, inclusive. 

No. 120. -VOL. xxxiir. ® 
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Govornnioiit research work. Their access to tlie complete records 
of the Beipjian Relief Commission during the War and to the 
rc'cords of the United States Food Administration, both files 
turned over by Herbert Hoover to liis alma mater, provide excel- 
lent opportunities for first-hand information. 

Apparently the difficult jiioneer production and marketing 
studies which arc being undertaken in America at the present time 
give a fair degree of assurance that these outstanding problems of 
applied economics will receive marked attention. The present 
stage in these investigations is, however, too early to cause us to 
be either unduly optimistic or pessimistic regarding the ultimate 
achievements. From the stand2)oint of exchange and consump- 
tion, source materials based on conditions in the United Kingdom 
would be extremely helpful. 

Eliot G. Mears 

Stanford University, 

California. 



THE INDIAN FISCAL COMMISSION, 1921-22 

Rejx>rt of the Indian Fiscal Commission, 1921-22. (Simla, Supt. 

Government Central Press. P^). 239 + xvii. Price C^. net.) 

The Indian Fiscal Commissioners would have been more than 
human if they had been quite unaffected by the very strong 
drift of events in recent years towards a policy of Protection 
to Indian manufactures. A few months before their appoint- 
ment the British Government had accepted in principle the 
demand for Indian fiscal autonomJ^ The evidence laid before 
the Commission disclosed strong feeling in favour of Protection, 
a feeling which extended alike among those who might expect 
to gain and those who might expect to lose, and drew further 
strength from memories of the political activities of Lancashire. 
Finally, the fiscal alternatives before the Commissioners might 
not unreasonably be presented as a choice between the accidental 
and uncertain protective effect of a high general revenue tariff 
and that of a tariff deliberately designed to serve the ends both 
of Protection and revenue; for the extreme financial pressure 
in the years following 191G had compelled the Indian Govern- 
ment to raise nearly one-third of its central revenue from a 
wider range and higher level of import and export duties, some 
of which were, and are, protective in effect if not in intention. 
Indeed the practically minded, having read so far, might be 
excused if they thought further reading a superfluity and turned 
at once to the Commissioners’ recommendations. They might 
remember the precedent set by a certain High Personage on 
his approach to a town wdiich failed to mark his arrival with 
the customary salute. On being assured by its Governors that 
they were prepared to lay before him one hundred convincing 
excuses for their omission, the first being their complete lack of 
guns, he was good enough to express his entire willingness to 
forgo the remaining ninety-nine. 

However, the Commissioners’ argument is by no means one 
to be lightly passed over. Refusing to use in its support the 
strong trend of Indian sentiment, they rest their case, supported 

quotations from J. S. Mill and Prof. Pigou, upon the oppor- 
tunities for the development of the latent productive powers of 
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India; and present a reasoned argument which bears every 
indication of an impartial, well-considered examination of the 
effects of the adoption of their proposals on the wull-being of 
India. No attempt is made to reason away the burden which 
tlieir policy will lay, temporarily at least, on the consumer. The 
hired agricultural labourer, it is argued, will not be injured; 
tfie main loss will be borne by the professional, clerical and petty 
trading classes and the independent cultivator of the land; 
but there is no discussion of the possibility that the independent 
cultivator may be able gradually to shift his burden on to the 
Government by way of lower payments to the central land 
1‘cvenucs. Further, the Commissioners give no encouragement 
to the claim that the newly-developed industries will form a 
compensatory source of emiffoyment in periods of famine; on 
the contrary, they point out that ]]and-loom weavers arc among 
the first to suffer at such times. Moreover, they admit that, by 
reason of the greater need for sii(*h public services as education 
and sanitation, the costs of administration will rise as the popula- 
tion passes from the country into the industrial centres— a hint, 
it may be supposed, tliat much remains to bo done in improving 
town conditions before the agricultural workers are persuaded 
to leave their villages in adequate numbers. Only when the 
C’ommissioners discuss the possibility of political corruption do 
they seem to understate the difficulties incidental to their 
])olicy. They claim that under the recent system of high revenue 
duties there has been no trace of such influences; and that a 
safeguard is provided in the variety of interests represented in 
the Legislature, in particular the strong representation of 
agricultural and landed intensts. Yet it is wull known that in 
other countries, railway commissioners granted the largest 
possible measure of independence have been unable to develop 
the system under their control in any very close accordance with 
strictly economic considerations. 

But these are not the principal issues. The ( Commissioners’ 
niaiji argument is that India has ycd-unexploited natural 
advantages for industry. They claim that slie has adequate 
sources of power, abundant raw materials, an excessive supply 
of unskilled labour on the land, .and potential sources of capital ; 
that these are good evidence of her Latent powers of industrial 
grow th ; and that tenipor.ary encourag(‘mcnt by the State will 
lead to an expansion of lier manufacturing powders, accompanied 
by an intellectual stimulus and a wider outlet for diversity of 
talents. Whether these “ natural advantages ” really constitute 
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good prhna facie evidence of latent industrial powers is a matter 
to be touched on later. 

The manner in which such State assistance should be given 
has been carefully considered. There is to be created a per- 
manent, advisory Tariff Board of not less than three, highly 
paid, members wlio arc to be selected, not as representatives 
of areas or interests, but for their possession of high personal 
ipialifications. It will be the duty of this Board to investigate 
the business prospects of existing and potential industries and 
to recommend the grant of State assistance only if three con- 
ditions are fulfilled. These conditions are severe. The Board 
must be satisfied that the industry under inquiry has natural 
advantages ; tliat it is in need of help for its proper development ; 
and that it will eventually be able to face the world’s eompetitioji 
unaided. 

The particular form of State assistance to be recommended 
will vary with the circumstances of each case. A considered, 
yet apparently faulty, argument on tlie nature of export duties 
leads the (‘’ommissioners to rule out their use for purposes other 
than revenue. Ordinarily, therefore, the assistance is to Ixi 
given by import duties adjusted as closely as ])()ssil)le to the 
necessities of each manufacturing group. But when a selected 
industry is not yet in existence, so that any estimate of its business 
])rospects is highly conjectural; or when an industry cannot be 
expected ever to supply more than a small fraction of the home 
demand, so that an import duty would be extravagant ; luotec- 
lion may, it is argued, be more suitably given in the form of a 
bounty. A similar method is to be employed in those awkward 
eases where a duty on imported machinery, steel, or other basic 
products might compel the grant to finishing industries of a 
measure of protection otherwise unnecessary. The Honourable 
Lala Harkishen Lai is to be thanked for the summary: “ Nurse 
the baby, protect the child and free the adult.” 

The capacity and courage required to select those and only 
those native industries which can show an economic title to 
assistance and to assign to each its appropriate and only its 
appropriate measure of assistance calls for a Tariff Board of 
rare quality. But when their recommendations on tliese matters 
are formulated and accepted their work is still only half done. 
They must then face an even more diflicult and invidious task : 
that of urging the withdrawal of this assistance as it becomes 
no longer necessary. Realising the difficulties which will be 
met, the Commissioners nevertheless reject the proposal that 
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the bounty or duty should be enacted for a fixed period; for 
they recognise that the rate of expansion of any industry cannot 
be foreseen and that the necessary period of Protection may 
extend to thirty years or more. Accordingly they propose that 
tlie Tariff Board should watch each selected industry during its 
infancy, urging the withdrawal of assistance if it shows no pros- 
pect of success, pressing for the modification of duties where 
this may be desirable, and for their abolition when an industry 
has reached full competitive efficiency. This then is the 
rommissioners’ scheme; temperate and reasoned; its main 
theoretical argument unassailable ; but its administration calling 
for a Tariff Board, a Legislature and Clovernmcnt of a quality 
of which the world seems yet to have had little experience. 

But to admit the orthodoxy of the Commissioners’ theory is 
not to accept uricpiestioncd the fundamental assumption on 
which it rests : the assumption that the natural advantages 
tlu*y enumerate form strong prhna facie evidence of latent 
manufacturing caj^acity. Before taking up that point, however, 
it may be as well to consider briefly a more general aspect of the 
situation which suggests that, quite apart from the Commis- 
sioners’ argument for “ nursing the baby and protecting the 
child,” the case for Protection in India Is rather stronger than 
at first appears. 

Let the objections to the adoption of a protective policy in 
an industrially advanced country be put in this form : during 
the period of readjustment which follows the imposition of a 
protective tariff, the increased profitableness of busiziess in the 
industries favoured by it may lead to a temporary increase in 
the total quantity of resources employed within the country; 
but the reduced profitableness of business in other industries 
not so favoured will lead gradually to a contraction in tlieir 
productive power at least equally great ; so that in the long run 
the imjiosition of such impediments to trade must almost 
inevitably reduce the attractiveness of the protected area to 
resources in general and thereby diminish the total quantity 
of resources employed within it. Now consider an alternative 
case. Suppose that a jzrotectivo tariff is introduced in another 
country the disposition of whose resources is largely governed 
by non economic influences. Then may it not be that the 
reduced profitableness of the injured trades will not lead to 
any considerable diversion of their resources into the industries 
favoured by the tariff ? And is it not possible that the increased 
profitableness of business in these protected industries will 
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draw in resources from abroad and so result, not in a temporary, 
but in a permanent, increase in the aggregate resources employed 
within the jirotectcd area ? It seems probable tliat some such 
result would follow in India, where for eacli worker in industry 
proper there arc nearly one hundred on the land. The reasons 
for so thinking arc these. According to the Commissionens, the 
sentiment in favour of investment in land is so firmly established 
in India that the application of their protective jjolicy is unlikely 
to reduce its volume; and again, on the same authority, the 
attachment of the labourer to the soil and his dislike of sustained 
industrial work has Ijilherto been so strong that the land bears 
a large surplus of workers in excess of what is required for its 
thorough cultivation. On these and other grounds the Com- 
missioners rest their belief that the effect of their proposals 
will be to weaken the traditional sentiment of land-workers, 
though not of investors, and so gradually enable numbers to be 
drawn into the newly developing industries without appreciably 
reducing the agricultural output. Admitting that this claim a 
little outruns the realities of the situation, it still seems likely 
that it is substantially true. And in the degree that it is true 
it would seem that the application of a protective policy to India 
would permanently increase the attractiveness of her area to 
foreign capital, skilled labour and business men, and so per- 
manently increase the (piantity of resources employed within 
her area. It may be that the exploitation in this way of the 
special iion-ecoiiomic conditions prevailing in India would not 
fully set off the purely economic loss resulting from other effects 
accompanying the apjdicatioii of a protective policy; and it is 
perhaps even less likely to set off the injurious social consequences 
which may result from an arbitrary redistribution of wealth and 
the diversion of large numbers of labourers from their villages 
into the present conditions of industrial centres. ]hit so far as 
it goes the argument tells in favour of a policy of Protection. 

When these special considerations aie joined to the Com- 
missioners’ proposals for a discriminating policy of developing 
potential industries, the economic case for a protective tariff 
begins to grow formidable. But it may bo doubted whether 
the natural advantages for industrial development claimed by 
the Commissioners— the possession of power, raw materials and 
so on — form so good a prima fade case for Protection as at first 
appears. Is it not essential to their argument that these 
“ natural advantages ” should include adequate supplies of 
organising ability, actual or potential ? And arc these supplies 
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in sight ? On this subject the Commissioners are silent, or nearly 
so. They refer indeed to India’s former pre-eminence in highly 
skilled industry; but, reasonably enough, they refrain from any 
explicit inference that she will therefore be able to produce 
large numbers of business men of initiative and energy com- 
parable to those of her foreign competitors. They recommend, 
too, that the grant of Government contracts should be accom- 
panied by the condition that provision should be made in the 
contractor's works for the training of Indian apprentices; but 
here they seem to have in mind the training not of business 
men but of skilled artisans. This deficiency in the “ natural 
advantages” which form the priina facie case for discriminating 
Protection may possibly be filled by business men from outside 
sources. 8uch a remedy would, naturally enough, be out of 
accord with Indian sentiment. Nevertheless the Commissioners 
are to some extent relying on it ; they reject the more sweeping 
proposals laid before them for restricting the new industries to 
native resources. The farthest they go in this direction is to 
recommend that the Indian Government should grant monopolies 
or concessions only to “ companies incorporated and registenul 
in India with rupee capital, such companies to have a reason- 
able proportion of Indian Directors, and to alTord facilities for 
training Indian apprentices.” 

It is impossible to examine here the paragraplis in which the 
Commissioners discuss the relations of the revenue and the 
protective tariff, the industrial bias to be given to })rimary 
education, the Ijidian cotton excise, the t. clinical advantages 
of “ tariff valuation ” as against speidfic and r/// valorem. duti(*s, 
and many other matters of interest but of secondary importance*. 
Something, howevi'r, sliould be said of their views on Imperial 
Pref(*rencc. 

They treat this many-sided (| nest ion with the same tem- 
perate judgment which marks tlio whole of their r(‘port. But 
the economic argument here, as in the discussion of export 
duties, seems imperfect. A single instance will serve. Examin- 
ing the advantage to India of the preferential duly on tea granted 
by the United Kingdom, and having in mind the fact that India 
and Ceylon provide 90 per cent, of the sujiply, they write : “It 
may be assumed in accordance with the general economic 
principles which we have stated above that the price to the 
British consumer will be regulated by the preferential, and not 
by the general, rate of duty,” so that “ tlie preference on Indian 
tea is only of indirect advantage to the Indian tea producers 
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by way of a possible extension of their market ... it docs not 
operate to increase their profits per pound of tea sold.” Yet 
if the tea industry had been situated in the United Kingdom 
and an import duty equivalent to the preference had been 
imposed on foreign supplies, it would surely be agreed that the 
home producers would derive a direct money advantage as well 
as a possible extension of their market. And the two cases 
seem in essentials to be identical. This doctrine of the (Com- 
missioners, that if the country receiving preference supplies 
only a small part of the imports, its producers will get the old 
price plus the preference, and that if it supplies a large part of 
f hc imports its producers will get only the old price, seems to 
be too inflexible; it expresses two limiting cases; wdiereas the 
actual case they discuss W'ould seem to be an intermediate one. 
This point of economic theory need not have been touched on 
critically, if it had not infected in some degree their general 
view of Imperial Preference. 

Their evidence, they say, disclosed an antagonism which 
was almost unanimous. This opposition was based partly on 
the belief that the adoption of a preferential policy would 
prejudice India’s fiscal autonomy, a belief which the (’omrnis- 
sioners regard as ill-founded; partly on a fear that its adoption 
might w'eaken the protection of India’s industry, a danger 
against w hich they make provisioii ; and partly on a feeling that 
so poor a country as Imlia should not be expected to tax herself 
to benefit so rich a country as the United Kingdom, a very 
reasonable contention which the (’ommissioncTs on the whole 
endorse. Having reviewed the opinion of their witnesses they 
pass on to consider to what extent India’s foreign trade lends 
itself to the su])p(U't of a more developed policy of Imperial 
Preference. The conclusion they reach is that she has little to 
gain and little to give. This for two reasons : the one that her 
exports of food-stufTs and raw^ materials are not likely to benefit 
much from tariff modifications, for their marketing is jiot greatly 
hampered, as is the marketing of manufactures, by heavy import 
duties; the other that she could not give preferential treatment 
of any great value except at a serious cost to herself. However, 
the (bmmissioners refuse to judge the question merely as a 
matter of profit and loss. They n'cognise an Imperial aspect 
and would not have India standing witJiin the Phnpirc in a 
position of moral isolation. A free gift from India, however 
small, w'ould, they believe, be wdeomed by the United Kingdom 
as a gesture of friendship and a proof that India recognised her 
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position as a member of the Empire. This is the Commissioners’ 
attitude towards the United Kingdom. It is summed up in 
their reaffirmation of the opinion that no preference should 
inflict any appreciable net loss on India or weaken the pro- 
tection afforded to her industries; their desire that India shall 
do what she can; and their recommendation that action should 
begin with an inquiry by the Tariff Board and the submission 
of their findings to the Indian Legislature, without whose 
approval no preference should bo granted. The policy they 
propose that India should adopt in her relations with other 
l)art8 of the Empire is a different one ; it should take the form 
of entering into agreements for mutual concessions based on the 
prospect of mutual trading advantages. 

Given that India’s future tariff policy is predetermined by 
her fiscal autonomy and the heavy pressure of native opinion 
in favour of Protection, and adding that her special circum- 
stances lessen its economic disadvantages, it may bo urged that 
the Tariff Commissioners have dealt with their subject in the 
manner which will best serve the interests of India. When the 
drift of events is so strong, it may be more useful to guide than 
to oppose it. The Commissioners rest their case on India’s 
latent capacity for industrial growth. That case would have 
been stronger had it been shown that India’s “ natural advan- 
tages ” included the possession not only of the materials of 
industry, but also the business men willing and able to organise 
it. Further, it may be doubted whether any modern politicjd 
and administrative machinery would ))c fully capable of carrying 
out the proposals detailed in the report. Ihit if India has already 
settled the general cliaracter of her future fiscal policy, these 
objections are hardly relevant. The Commissioners have done 
all that is possible. They have shown clearly the difficulties 
in the way and have laid down the lines on whicli a protective 
policy must be developed if it is to have any reasonable chance 
of increasing the prosperity of India. 

A dissenting minute is signed by the President and four 
other members. To Western minds it must inevitably seem 
curious in form and argument, and singularly unconvincing. It 
carries the discussion into a new and different atmosphere. Its 
strength is drawn from different sources. A feeling of what 
ought to be, and therefore must be, takes the plaee of dispassionate 
consideration of what is likely to be. “ The Indian people expect 
by means of protection and whole-hearted co-operation of the 
State to reach a commanding position in the industrial world 
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within a reasonably short period of time. They will not be 
satisfied by a policy which is likely to make them concentrate 
their efforts for many years to come on the manufacture of 
simpler forms of goods.” “ A policy which is likely only to 
lead to this result for many years to coirie is not and cannot be 
acceptable to the people of India.” There should be an un- 
qualified pronouncement that the fiscal policy best suited to 
India is Protection; its application should be regulated not on 
the lines of the report, but “ by such discrimination as may be 
considered necessary by the Government of India and the Indian 
Legislature.” Nevertheless the Tariff Board should be retained, 
two of its members to be elected by the non-official members 
of the Indian Legislature. The signatories of the minute regret 
that their colleagues ‘‘ should have thought fit to depreciate 
the capacity of Indians in the matter of industrial enterprise.” 
In order tliat industrialisation should proceed very rapidly they 
“ are prepared to accetit the advent of foreign capital to accelerate 
the pace ” ; but only on tlie condition that foreign enterprise 
in Indian industries should be subject to the conditions imposed 
by the report on the parties to whom the Government may grant 
monopolies and concessions. Finally, their view’ is that India 
should not accept the principle of Imperial Preference until she 
has attained responsible Government and is able to regulate her 
fiscal policy by the vote of a wdiolly elected Legislature; and 
no trade agreement should be entered into with any Dominion 
unless it agrees to treat the Indian people on a footing of equality 
and to repeal all anti-Asiatic legislation which affects them. 

This minute leaves the reasoning of the report almost 
untouched ; and indeed its owui reasoning is open to consider- 
able criticism. But such criticism would in the main be beside 
the mark. For it would be of little use to attempt to estimate 
the logical force of wdiat in its essence is not a piece of reasoning 
but a confession of faith. 


F. Lavington 



I’llOFESSOR JEVONS ON THE INDIAN EXCHANGE 

The Future of Exchange and (he Indian Currency. By 
Professor H. Stanley Jevons. (Oxford University Press, 
Indian Branch. 1922. Pp. xii t-2G4+4. 18.s*. 6r/. net.) 

Tins book is most stimulating to thought, and contains within 
a small compass the cliicf data on which to form a judgment. 
Professor Jevons has inherited his father’s gift of never writing 
a dull line. T recommend it to everyone who is interested in 
this perennially interesting question— subject only to the proviso 
that the price of the book in relation to its length is outrageously 
high.i 

Professor Jevons admits, somewhere in the course of the 
book, tliat he was gradually thinking out his conclusions while 
he wrote, and had not arrived clearly in his own mind at the 
conclusions of the last chapter when he began the lirst one, 
with the inevitable result that the broad outline of his argument 
does not stand out as plainly as it might. But the stages of 
his main argument arc as follows : — 

(1) He accepts the view that the rate of exchange of the 
rupee with sterling will bo determined by the ratio of the Indian 
rupc'c price level to the British sterling price level. Everything 
depends, therefore, upon what is going to happen to these two 
price levels respectively, 

(2) The Indian price level will dc^pend on the currency 
policy of the Government. For all practical purposes it is now 
on the basis of inconvertible paper, so that internal prices 
are not automatically adjusted to outside prices. Under the 
policy existing at present the volume of currency in India cannot 
lluctuate very much. The Government is not melting rupees 
or selling gold, or paying oil at most more than a relatively small 
amount of the .securities in the paper currency reserve. Unless, 
therefore, the Government changes its policy on one or other 
of these heads, the volume of currency cannot fall very much. 
On the other hand, the (government is not coining more rupees 
at present, and is not adding to the securities in the paper currency 

^ So high as to reflect discredit, primd facie, on the justly celebrated house 
which publishes it. 
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reserve. So long cas these conditions obtain, it is equally the 
case that the currency cannot increase very much. The Govern- 
ment is too high-minded to inflate and too impoverished to deflate, 
a happy combination of inhibitions which tends to keep prices 
steady. Not that prices must tlierefore remain absolutely 
steady; they can suffer a certain amount of fluctuation for 
reasons not arising out of monetary policy. For example, a 
certain number of rupees disappear from circulation every year. 
A good harvest might put prices down, for obvious reasons, 
and there are other minor influences. Nevertheless, the broad 
conclusion holds that if the Government goes on as at present 
prices arc not likely to move sensationally. Only if the Govern- 
ment deliberately deflates by one or other of the methods open 
to it, will prices fall ; and only if it inflates, will they rise. 

(3) What about sterling prices? On this head Professor 
Jevons comes to two conclusions. He thinks that the trade 
cycle will cause a certain increase of sterling prices in the near 
future, but that this will not last very long or go very far, and 
that a big rise for trade cycle reasons is not due for some years 
yet. On the other hand, he thinks that the long period trend 
of world prices, as distinct from cyclical movements, is likely 
to be, on the whole, downwards during the next generation. 
He gives some reasons for this, but also nearly as many on the 
other side. 

(4) Is there any factor tending to disturb the relation between 
internal prices and external prices as measured by the level of 
exchange hitherto ? Professor Jevons thinks that the effect of the 
new and prospective import tariffs may be to raise internal prices 
relatively to external prices somewhat, perhaps 15 per cent., in the 
absence of any movement in the level of exchange; or alter- 
natively, if internal and external prices both remain at their 
present level, to raise exchange by say 15 per cent. 

Accordingly he sums up with the opinion that, unless the 
Indian Government do something to stabilise the exchange, 
the tendency of sterling prices to fall will, in the absence of any 
deflation in India itself, tend to drag down the exchange. He 
docs not, however, look for this quite immediately, first because 
of the temporary upward movement of sterling prices which 
fie foresees in the near future, and partly because the new tariff 
will have an initial influence in the opposite direction. 

Assuming the correctness of this argument, what oug it 
the Government of India to do? Professor Jevons sees no 
advantage in leaving matters alone, which would result, in us 
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judgment, in a slow sagging of the exchange. On the other 
hand, he thinks that it would be perfectly feasible for the Govern- 
ment, with its present resources available for purposes of deflation, 
to carry through with success the very moderate deflation which 
might be required to stabilise the rupee at Is, 4d. ; because, 
although he expects a fall of world prices, he does not expect 
this to be so severe as to require heavy deflation in India. On 
the other hand, he is opposed to any attempt to raise the rupee 
up to the 2.S*. level, on the ground that the deflation required in 
India to effect this, since it would have to be sufficient both to 
counteract falling external prices and to raise the exchange, would 
involve a disastrous interference with the business life of India. 

Therefore let the rupee be stabilised forthwith at Is. 4d., and 
let the Government of India dismiss from their minds the bogey, 
which mainly influenced the Currency Committee of 1919, of 
silver rising in price so much that the bullion value of the rupee 
would exceed its currency value. 

This is a powerful argument, which takes account of the 
main factors of the case, and proceeds, in my opinion, in 
accordance with a sound schematism. 

Nevertheless, I have two important reservations to make, and 
do not altogether endorse Professor Jevons' conclusions. 

In the first place, I do not accept his conclusion that the 
trend of sterling prices is likely to be downwards. This is too 
long an argument to enter upon here. But I believe that the 
general tendencies tow^ards a rise of prices, the existence of which 
Professor Jevons admits, arc likely to overbalance causes operating 
in the other direction. In any case, prophecy is almost impossible, 
because many unknowm factors will come into play; but if I 
had to guess, I should make the opposite guess to Professor 
Jevons, and should say that prices are more likely to rise than to 
fall. In addition, I think he under-estimates the rise of prices 
which is likely to come about during the impending trade revival, 
if he is right, as I think he is, that such a revival is due to take 
place. The price level reached during the depth of the depression 
was so much below what was really justified by world currency 
conditions that a substantial rebound may easily occur. 

If I am right about this, exchange, if it is left to itself under 
present conditions, is likely to tend gradually upwards rather 
than downwards as Professor Jevons predicts. How far it will 
go up, whether to Is. 5d., to Is. (kZ., or a good deal higher, it is 
impossible to say, but I should expect the trend to be in that 
direction rather than towards 1.9. 3fl. or 1^. 2d. 
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My Other point is of a different kind. I think that Pro- 
fessor Jevons over-estimates the advantages of stability in 
exchange as against stability in internal price level in the case 
of such a country as India. Indeed, it is not obvious anywhere 
in the course of his book that he is clearly aware of the important 
antithesis between these two aims, although the latter aim much 
influenced the recommendations of the Indian Currency Committee 
of 1919. As he points out, the price level in India has remained 
during the recent sensational years very much steadier than 
anywhere else in the world. He shows on page 212, that if 
we consider the fall in prices from the highest monthly figure 
in 1920 to June 1921 the drop was in England 41 per cent., in the 
United States 47 per cent, and in India 1 2 per cent. But he does not 
draw the conclusion that the much-abused exchange policy actually 
pursued deserves a large part of the credit for this phenomenon. 
By allowing exchange to rise somewhat precipitately during the 
time when sterling prices were rising furiously, India was spared 
the extremity of rise which took place elsewhere ; and by allowing 
exchange to fall during the acute period of the depression from 
April 1920 to April 1921 India was also spared the full fury of 
the collapse of prices. If the rupee exchange against sterling 
had been stabilised through the whole of the last three years 
at any level you choose to mention, India would presumably 
I.avc felt the full fury of the price fluctuation in Great Britain. 
Stability in the internal price level is so superlatively desirable 
in such a country as India, that the fact of her having got through 
the recent cycle with vso small a fluctuation of internal prices is 
a great deal to be set against the inconvenience to merchants 
engaged in foreign trade from the fluctuations in exchange. 

The most just criticism of the Government of India’s action, 
in the light of after-events, is that, from every point of view, 
they were overdoing it in attempting to raise the rupee so high 
as 2s. 8f/.— a rate not contemplated by the Currency Committee. 
Prices outside India never rose so high as to justify a higher 
exchange than 2^#. 3d. on the criterion of keeping Indian prices 
stable at the 1919 level. 

The following tabic of approximate values, which I have 
compiled, exhibits : first, the remarkable stability of Indian 
prices during 1919-20; second, the hopelessness of the attempt 
to maintain the rupee at the highest 1920 figure, namely 2if. 8J., 
unless the Government were prepared to deflate internal prices 
some 20 per cent.; and third, the accuracy with which the 
purchasing power parity theory has worked, apart from the 
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temporary and unsuccessful aberration of the 2s. Sd. rupee for 
a brief period in 1920, as between India and England, indicating 
considerable stability in the real ratio of exchange between the 
two countries. 



Indian 

Prices. 

English 

Prices.^ 

Value of Hu 

Purchasing 

Power 

Parity. 

poo in Sterling. 

Actual 

K.\chaiig(*. 

Averagp, 1910 

100 

100 

100 

100 

Highest, 1920. 

112 

129 

1I;5 

1.52 

Lowest, 1921 . 

9;1 

Oi) 

69 

72 

.Average*, 1922* . 

90 

64 

71 

i 


In the light of this experience I should be disposed, at the 
present juncture, to aim at sparing India some part of the rise 
in prices which is likely to occur in England by leaving matters 
as they are a bit longer, and letting movements outside India 
pull the exchange Just as they like, in the hope that internal 
rupee prices would tend in that case to maintain their j)rescnt 
relative stability. When the English index number had risen 
say to 200 or a little above as compared with 1913, then 1 might 
be inclined to stabilise the exchange, for the time being, without 
giving pledges for the future, at whatever level it had attained 
of its own motion by that time. For I fully accept Professor 
Jevons’ arguments as to the fea.sibility of fixing exchange, within 
reason, at whatever level the Government of India think fit; 
and I also accept his view as to the general presumption in favour 
(if fixing exchange more or less where you find it at the moment 
of stabilisation, rather than of trying to force it to some fancy 
figure. 

J have not elaborated the arguments against Professor Jevons’ 
view as to the future of world prices; but the passages whicli 
he interpolates about the harvest cycle and its effect on the 
trade cycle arc no longer quite up to date, and are somewhat 
crude, having regard to recent more elaborate developments of 
credit cycle theories in general. 

Since the publication of Professor Jevons’ book, the rupee 
has moved moderately but appreciably upwards, until, as I 
write, it stands above Is. 4d. Mcanw'hile the Indian authorities 
have modified their policy to the extent of recommencing the 


^ Statist. 


* First 10 months. 
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sale of Council Bills by tender. This has retarded but not 
prevented the rising tendency and appears to be due to the 
usual desire on the part of the India Office to strengtlicn its 
sterling balances (although it appears from Professor Jevons* figures 
that replenishment can hardly, as yet, be essential), rather than 
to any definite decision about future policy. Moderate sales 
of Councils in accordance with cash requirements would be 
quite compatible with the general jujlicy I suggest above. 8ir 
Basil Blackett,, the new Finance jMember of the Viceroy s 
Council, has gone to a problem not quite so thrilling as some of 
those he has left behind him, but of purer intellectiial quality 
perhaps. 

J. M. K HYNES 
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PANTALKONl FASCIST 

Bolcedsuio Itallano. By Maffeo Pantaleo\[. (Bari : Latcrza. 
1922. Pp. xlviii + 277.) 

Coopemtivismo Bosso, Piocra dello Stato. By Gtovanni Preziost, 
with an intrucluction by Mafeeo Pa:«talkonj. (Bari : 
Latcrza. 1922. Pp. 322.) 

La Borghcda jra due llivolnzioni. By Filtito Caret. (Bologna : 
Zanichelli. 1922. Pp. 281.) 

The economic cfTccts of the political triiiinph of Fascisino in 
Italy Jiavc not yet been fully revealed. Profes.sor Pantaleoni’s 
book, iiowever, throws some light on its economic objectives, 
and also on its jTolitical mentality. TJiis book is a far cry from 
those writings on the theory of the incidence of taxation and on 
“pure economics” ^^hich securely established their author’s 
reputation in the ’eighties. It is, indeed, a polemical tract, more 
akin to Adam Smith’s Wmlth of NatiO}i8 and, in another sense, 
to Marx’s (Japiialj than to the coldly uniTolitical and j)olitc 
economics of many later professors. It is directed, with brilliancy 
and venom, against “ Bolshevistn “ in Italy, and dtunands that 
all steps recently taken by the State io limit the freedom of private 
enterprise and the determination of prices by unregulated com- 
petition shall be immediately retraced. Pndessor Pantalconi has 
already persuaded Signor i\Iussolini tej r(‘peal the Italian Rent 
Restrictions Act. He advocates also th(^ tnuisfcr from public 
autJiorities to i)rivate enterprise of railways, shipping and 
harbours (])p. 50-51), and likewise of posts, t(‘l(‘graphs and 
telejjiiones. 

“ Bolshevism,” which he characterises as “ a decomposing 
corpse ” (p. iii), is interpreted broadly, so as to include the 
activities of co-operaliv(? s(K*ieties (pp. v ajid 170), their exemp- 
tion from taxation (pp. xiii xiv), 2 >r<d)^sals for breaking up the 
iMlijandia (p. xli), high wages for State employees (p. xxiii), the 
fixing by the State of maximum jTrices of eommoditu‘S (p. 27), 
th(; building of Ikjuscs by local authorities (p. xxxiv), the require- 
ment by the Milan (.-ity Council that all their employees should 
be trade unionists (p. xxxix), and th(^ provision by the latter body 
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of free shaves for the City fire brigade (p. xxxviii). Mr. Sidney 
Webb is a “ Bolshevik Solomon,” with a “ Pantagriiclian smile ” 
and a wink for his Bolshevik comrades, when he si)eaks of 
equity, justice, pity and generosity towards tlie expropriated ” 
(pp. xlv-xlvii). TJic Jews, also, are allied with Bolshevism 
against the spirit of nationalism. “ W. Wilson, a type of Pecksniff 
who has now disappeared amid universal execration” (p. 115), 
was at the Peace Conference “ in the hands of international 
Jewish finance. The Conference had as its secretary and inter- 
preter Mantoux. Lloyd George was in the hands of Sassoon and 
the Isaacs gang. Clemenccau in those of JMandel Rothschild ” 
(p. 179). The League of Nations is “ a new instrument for 
hindering private enterprise, freedom of contract and the free 
international movement of capital and labour. It acts by 
means of governments, to the damage of private citizens ” 
(pp. 51-2). It acts thus “ under the partial but powerful infiu- 
ence of .Jewish internationalism ” (pp. 6G-7). Evidently the world 
is full of snares for the unwary. 

Among the effects of Bolshevism so far realised in Italy arc the 
“ artificial deformation ” of the Pareto curve of normal distribu- 
tion of incomes (pp. xvi and 58) and the increase of public drunken- 
ness “ among men and women of the working class in all the 
great cities, wdiere the large increase in wages has not been 
accompanied by increasing refinement, since the workmen and 
their wives live like pigs in their houses and waste a gieat part 
of their wages on wine ” (p. xiv). This is quite natural, for “ to 
me it appears obvious tliat the clas.ses with the smaller incomes 
are markedly deficient in good qualities, and tliat this deficiency 
is, in fact, the cause of their smaller incomes ” (p. 36). 

Professor Pantaleoni ridicules the alleged educative effects on 
the workmen of any measure of “ workers’ control,” wliich 
proposes to “ turn business enterprises into kindergartens, and 
to create relations of Iiarmony and sentimentality between the 
despoiled (the indiistrialists) and the despoilers (the workmen 
stirred up by agitators),” This is only ” a Bolshevik assault 
under cover of law ” (p. 89). ife is a passionate believer in the 
efficiency of ca])itali.sm, with its natural selection of industrial 
leaders (pp. 12(5-7), (except apparently when these happen to 
ho Jews), in the virtues of the “ middle class, open to all the 
winds of competition,” and in their superiority to the “ common 
people ” (p. 109). 

Eree competition is Jiis remedy for all our economic discon- 
tents, and Fascismo the political means to this end in Italy. 
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‘‘ The Fascist! are the youth of the middle class. They labour, 
not to fill their stomachs, but for an ideal. They seek no loot, 
but desire the greatness of their country ” (p. 216). Peaceful 
metliods are not essential. “ In my opinion,” he writes, “ we 
should rule out no means of crushijig the Socialist movement, 
even if such means are called by the Socialists civil war, military 
dictatorship or middle-class reaction ” (p. 3). And elsewhere, 
referring to the vogue of Marxian doctrines at Fiumc, where he 
acted as D’Annunzio’s xMinistcr of Finance and had difficulties 
with the workmen in the State tobacco factory, who claimed 
the whole ])roduct of their labour” and thus threatened to 
wipe out his chief source of revenue, he asks, “ in the last rt'sort, 
how can one deal witli a doctrine devoid of logical foundation 
except by means of the Fascist stick ? The stick applied to the 
leaders soon cures their followers ” (p. xxxi). 

Professor Pantaleoni has written a most entertaining book. 
It may signify much or little that he has had occasional doubts 
as to the sf)un(lness of Signor jMussolini (Chap. X), 

Dr. Preziosi’s book is highly praised by Professor Pantaleoni 
in his introduction. It is a vigorous attack on the Italian Co- 
operative ^lovcment, and mainly consists of articli‘s reprinted 
from the Giornale (Cltalia, Dr. Preziosi mak(‘s a great varh^ty 
of accusations. ITc as.serts that many prominent Italian co- 
02 )crators arc members of the Socialist Party, that some of them 
simultaneously hold official positions in Co-operative Societies 
and directorships in Joint Stock C()m[)anics, that many co- 
operators who were o]3posed to the war made money by supplying 
military uniforms, that some (.’o-operative Sociclu's act merely 
as 2 >rofiteering middle?neii, that many are incompetcjitl}^ and even 
dishonestly manag(?d, that some arc controlled by Jewish Free- 
masons, that none arc adequately taxed, and that the Fo-opera- 
tive ilovement has been heavily sub.sidiscd out of public funds 
both during and since the war. In i)articular, under this last 
head, he com{)lains of the fact that the National (’o-operativc 
Society, which was formed to collect and sell the miscellaneous 
war stores left scattered about the battlefields, w^as granted 
the right of free transport of its treasure trove over the State 
railways to certain specified destinations. Without a fuller 
knowledge of both sides of the controversy than Dr. Preziosi’s 
book affords, it is impossible to judge liow far his various accusa- 
tions arc true. Some of them, even if true, have little or no 
economic importance. On certain points — business efficiency, for 
instance, or probity of management, or extent of State assistance 
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—it would be interesting to compare Co-operative Societies with 
ordinary business enterprises performing similar functions. But 
Dr. Preziosi specialises in the sins of co-operators. In 1921 it 
was proposed by certain Fascist and Nationalist deputies in the 
Italian Chamber that a Parliamentary inquiry should be held into 
the extent of public subsidies to Co-operative Societies, the 
principles and methods adopted in giving such subsidies, and the 
working of the Institute for Co-operative Credit. The Socialist 
Party declared its willingness to support such an inquiry, pro- 
vided that its scope was extended so as to include also the 
question of public subsidies to private enterprises. Dr. Preziosi's 
comment is as follows : “ When a Party, whicli poses as the 
guardian of probit}^ is driven to such subterfuges as soon as it 
is caught with its hand in the money-bag, that parly is already 
condemned ” (p. 200). A writer with such a gift for condemnation 
should pcTrnit himself to range; over a wider field. 

“ 1 am not writing a history,'’ says Dr. Carli, '' I am only 
pointing out certain milestones.” Judged by this standard, he 
has written a useful book, containing a clear though elementary 
account of the more im]}ortant developments, both political and 
economic, in the leading European countries during the period 
between the French K(;voIution and the second Bussian Hevolu- 
tion of 1917. He secs in the middle class, "la bonjhc^kt," the 
artificers of all the notable achievements of this epoch, political 
democracy, the growth of industry, of transport systems, of 
great cities, of public hygiene, of the press. All these achieve- 
ments ho praises, not without occasional qualifications. He 
considers that to-day “ the social position of the middle class is 
virtually stronger than it was before the war," and that the 
hope of the future lies in the revivifying of middle-class liberal- 
ism ” by the addition of a ” spiritual element.” Italians, he 
says, are seeking for this element either in Fascismo or in 
D’Annunzio. But Dr. (’arli does not distinguish very clearly 
between the various sections, with frequently discordant inli'rests, 
which go to make up " the middle class " as he defines it — 
the business community, the recipients of fixed money incomes, 
and “ the new rural middle class ” of peasant proprietors, which 
has emerged from the agrarian revolutions of h^astern Europe. 

Ilron Dalton 
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In Days to Come, By Waltkr Rathknau. Translated from 
the German by Eden and Cedar Paul. (London : Allen 
and Unwin. 1021. Pp. 286.) 

Tjiis is a translation of the German book entitled Von Korn- 
mencha Dim/en, which was written some years ago. The work 
has not lost ])y being kept. For it refers but slightly to ])assing 
events, being mainly occupied with higher themes, sueli as 
Carlyle would have included among the “ eternities.*' The 
translation allows the author's thought to be j)ereeived as 
through a transparent medium. As a collateral aid towartls the 
interpretation of the thought wo take the liberty of mentioning a 
pamphlet printed for private circulation, the Ideal Peoples StatCy 
by Wentworth Price, purporting to be an abridgment and para- 
phrase of the work before us. The abridgment, which is to be 
found in the Lil)rary of the British Museum, s(‘ems belter adapted 
to tlic taste of English readers than the faitliful translation of the 
original German, however well executed. For the author’s style 
is that of a preaclier or prophet who multiplies denunciations of 
the present generation and vi.sions (;f full ire beatitude, with 
profuse phraseology not fitted into an exact order of topics. A 
few passages extracted almost at random will suffice to show 
the nature of the author's doctrine and the manner of his 
expression. 

“ The goal towards which we strive is the goal of human 
freedom. . . . Our ideal is the replacement of a blind and 
inexorable system of institutions by self-determination and 
self-responsibility. . . . Renunciation is the guiding star of 
social morality . . . self -surrender to the community, the aban- 
donment of unjust and immoral claims, the perpetuation of 
responsibility towards spiritual and moral powers. . . . The 
transcendental path stands gloriously wide. It is not the way 
of the churches and the cloisters, of dogma and ritual, but the 
way of spiritual experience and contemplation, and everyone 
has set his f(jot upon this way who, freed from the narrow and 
clamorous aims of intellectual thought, freed from the trammels 
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of desire, has in reverent silence surrendered himself to Love, 
Nature, and the Godhead.” 

We could fill pages with similarly effusive extracts. Many 
of them are directed against the soulless routine which is 
attributed to modern industry; the prevalent mechanisatioi}, to 
use one of the author’s favourite phrases. Ruskin did not protest 
more vigorously against the abuses of machinery. But Ruskin’s 
economic solecisms cannot be imputed to Rathenau. The 
President of the Alhjeimine Klcclridtdts (kscllsdiajl was not so 
ignorant of business as to suppose that interest could or should 
be abolished. Very felicitously ho su])pf)ses that, the Socialist 
revolution having been accomplished, the world Presid(*nt 
(enthroned in Chicago) has to select between a number of enter- 
prises competing for a supply of labour and materials. The 
President could not but be influenced in his choice by the 
willingness of the competing parties to ]iay more or less out of 
prospective profits into the world treasury. Accordingly “ the 
nationalisation of the means of ])roduction has no economic 
significance.” Materialisfic Socialism and Bolshevic violence 
have no attraction for our idealist. 

There is, however, this much in common between the herald 
of the days to come and less innocent doctrinaires, that he is 
ready to resort to lieroic measures. It was a natural presump- 
tion on the part of Naaman the Syrian that a prophet invoked 
to cure a dire disease should prescribe ‘‘ some great thing.” 
So it is not surprising that one who, with the fervour of a 
flebrcvv prophet, exposes the maladies of society should include 
among his recipes one or two great things. 

One of his drastic measures is the suppression of unproductive 
consumption. He would make a clean sweep of “ the lumber, 
the gauds, the fustian, the novelties, the whimsicalities, the 
fashionable absurdities ” on which modern ladies expend sums 
that might have supported many German working-class families. 
He would suppress such extravagance by heavy taxation, not 
for fiscal purposes, but “ practically prohil)itive," Perhaps he 
had not sufficiently considered the grounds on wdiich economists 
have generally pronounced against sumptuary legislation. Firstly, 
it has proved difficult to enforce. Our author s arguments remind 
us of the campaign against the vast ruffs worn of old by the 
Dutch ladies. In vain it W'as pointed out that the starch 
required by this fashion used up an amount of flour that might 
have supported many ])oor. The preachers thundered from their 
pulpits upon the sinfulne.ss oi starched ruflles, says Motley, 
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“ with as much success as usually attends such eloquence.” 
Rathonau is specially offended by the w^ant of taste which the 
purchase of “ Jiecdless hideous gimcrack articles ” in fashionable 
shops evinces. But who is to be the judge of taste ? Should 
not the apostle of freedom leave it to the choice of a cultivated 
people to determine what articles are hideous or needless ? We 
shoiild have expected the new gospel to run : Seek righteousness 
and all these things — or all that is bad in them — shall be sub- 
tracted. 

Another startling innovation is the suppression of inheritance, 
not indeed completely, but far beyond the fiscal purposes of death- 
duties. “ All inheritance over and above a moderate amount 
of landed property should accrue to the State.” To the obvious 
objection that accumulation would be greatly discouraged, w'e 
do not find that a satisfactory answer is given. The author 
seems to suppose that directors and managers would continue 
to conduct and enlarge tlieir businesses without the stimulus 
of self-interest. He trusts to “ the progressive suppression of 
covetousness by the sense of responsibility.” ‘‘ The de-indi- 
vidualisation of ownership, the objectification of enterprise, the 
detachment of property from the possessor leads to a point 
where the enterprise becomes transformed as it were into a 
trusteeship, or perhaps it would be better to say into an institu- 
tion resembling the State." . . . “ It is no longer the wealthy 
capitalist's desire for gain which shapes the enterprise. The 
undertaking itself, now grown into an objective personality, 
maintains itself.” 

There is another point at which the author's divergence from 
the classical political economy gives us pause. Suppose his 
earthly paradise realised, ap2>roximatc equality — which appears 
as a result, if not a prime end, of his reforms — to prevail, with 
considerable comfort too, as wc infer — wo read, for instance, of 
transportation being free. Yet there is a snake in tliis Eden 
which has not been noticed. It is that which Malthus pointed 
out with reference to the “ systems of equality ” proposed in 
his time. j\luch of his reply might be transferred with a mere 
change of name to the sclieme now before us. “ In reading 
Mr. Godwin's ingenious work on political justice it is impossible 
not to be struck with the force and jjrecision of some of his 
reasonings, tlie ardent tone of his thoughts. . . . The system 
of equality which Mr. Godwin proposes is on a first view the 
most beautiful and engaging of any that has yet appeared. . . . 
The substitution of benevolence as the mainspring and moving 
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principle of society, instead of self-love, appears at first sight to 
bo a consummation devoutly to be wished. But,” continues 
Malthus, “ I cannot conceive a form of society so favourable 
to population ” ; and he deduces the ruin of the system from 
the pressure of population to which it would lead. It is true 
that some of Godwin's proposals have no parallel in Rathenau's 
system. Also the probabilities of food being increased or of 
population being repressed arc not now exactly the same as those 
which Malthus balanced. There is still, however, a balance ; and 
we think it ought to have been held by the promoter of an ideal 
“ People's State.” Out of the enormous multitude of his words 
he should have spared some for the discussion of this topic. 

Altogether we are disposed to class Raihenau with Carlyle 
and Ruskin as a preacher rather than a teacher; an authority 
about ends rather than means. He lifts our eyes to distant and 
sublime heights ; he directs our fec't by paths which may prove 
unsafe or impracticable. 

F. Y. Ei)GEWORTJ[ 



AN EIGHTEENTH-CENTURY COMBINATION 
IN THE COPPER-MINING INDUSTRY 

The history of the combination among the producers of 
copper between the years 1785 and 1792 is interesting, not only 
because its form afl’ords us an early example of a modern type 
of combination, but also becanse its development during the 
seven years of its existence presents a curious parallel to that 
of many recent combinations. A short description of the course 
of events in the cf)pper-mining industry during the years which 
immediately preceded the formation of the combine will bo 
sufficient to indicate the causes which brought it about, and will 
in addition sliow tlie way in which Boulton & Watt ^ became 
so intimately connected with the industry. That connection, 
as will be seen, was fraught with the most serious consequences. 

About 1780 there were two main producing centres of copper 
ore in this country, Cornwall and Anglesea. They were bitter 
competitors, and the conditions imder which co])per was mined 
in the two counties were so dilTerent as to des(Tve notice. While 
the two mines of Anglesea (the Paris and ]\Iona Mines) w'erc 
recent discoveries and were worked at small expense, most of 
the numerous Cornish mines were deep and in continual danger 
of becoming water-logged.- Copper mining in Cornwall would 
in fact have been an almost impossible undertaking, if there 
had been no immping engines to free the mines from water, and 
throughout the eighteenth century »Savery's and Newcomen’s 
engines had been emj)loyed for that ])urposc. By the ’70’s, 
however, these w^cre proving inefficient and very expensive to 
work, owing to the increasing depths of the mines, and it seems 

^ Most of tJio material for tliia rssay has boon obtained from the Boulton 
& Watt MSS. in tho Biiminplium Public Library. The h'itors, which Boulton 
wrote to liis partner, while tho former was in Cornwall, have proved tbe chief 
sonree of information. Ah tlie correspondeneo i.s for the moat part unclassified, 
it has been impossible in some cases to give as exact reference's ns might be wished. 
A box labelled Cornish Lvllcra contains the preatcr part of tho information given 
hero about the Cornish Metul Company, including a valunhlo account in outline 
of its activities up to 1787; but there is among tho MSS. a largo amount of 
material, to whieh it is impossible to refer wilh any degree of precision. 

- Hunt, British Mining; and The, Jonmnl of the Boynl Geological Society 
of ('ornvalL Vol. HI. 
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probable that it was only the appearance of Watt’s engine 
which saved the mines from complete extinction. In 1777 
his engines were introduced into Cornwall, and were adapted 
by most of the mining companies of “ adventurers.” ^ A con- 
siderable saving in the cost of coal and a much greater efficiency 
in working resulted. This reduction in the cost of producing 
the ore gave a stimulus to Cornish mining, and the revival of 
old mines and the opening of many new ones came as a direct 
consequence. The result was an increase in the supply of copper 
in the '80's, which, being unaccompanied by any appreciable 
increase in demand, brought about a fall in price, ^ which again 
reduced tJie mines to their previous unprofitable position. It is 
in this connection that Boulton and Watt came to exercise an 
important influence on the future history of the industry. As 
they relied for their iiU’ome, not only on the sale of their engines, 
but also on the monthly dues or “savings” paid to them by 
those adventurers who had made use of their patent, this fall 
in })riec, w'hioh rendered probable the abandonment of many 
of the mines, threatened Boulton and Watt with a loss of their 
patent ducs.3 Since, moreover, at this time the Cornish mines 
provided practically the only market for their engines, the ruin 
of the industry would have brought disaster on the partners. 
Realising that the mines must be kept going at all costs, Boulton 
at first attempted to encourage the adventurers to continue to 
work the mines by taking shares in them — a practice which 
was followed by the other contractors to the mines, ^ whose 
interests were in many respects coincident with tliose of Boulton 
and Watt. Although the latter lost money by these invest- 
ments, they more than recompensed themselves for such losses 
by the profits on their engine business. Boulton soon found, 
however, that this method wamld be inadequate to prevent the 
mines from ceasing to work, for during the early 80 s their 
position became desperate. His next step, therefore, w'as an 
attempt to improve the management of the mines, and he used 
his pow'cr as a shareholder to destroy the waste and inefficiency, 
of which there w ere many glaring instances in the mine adminis- 
tration.e More interesting, however, were his attempts to 
reorganise the co})per trade on its marketing side, attempts 
which led ultimately to the formation of the combine of 1785. 

1 lUmUnn A Watt MSS., An Avrount of the nnu/its of Watt's Engines to 


(’ornu'dll, Jalg 13//f, 1795. 

“ //>/r/., nouUon to Watt, Xov. 2Ath, 1780. 

* lhal, Jalg 1781. ^ fhht., (itorge Fox to 

Ibid., nouHon to U’at.', August :i'^nd, 1785. 


3 Ibid.. Octohrr 1782. 
Wuft, January 1784. 
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The nature of the problem which Boulton set himself to 
solve was twofold. Firstly, it was essential that the relation 
between the Cornish adventurers and the various smelting 
companies should be changed; and, secondly, the competition 
between Cornwall and its rival Anglesea had to be restricted. 
There is no space here to consider the curious methods by which 
the Cornish ores were disposed of during the eighteenth century 
to the Welsh smelters, who marketed them. It suffices to say 
that during the '70’s and early ’80's the ores W’ere purchased at 
“ ticketings ” by eleven different smelting companies. ^ “ These 
companies were perpetually contending with each other as well 
as with Anglesea, and the method of combating each other was 
by lowering the price of copper, whicli generally produced a 
proportionate effect in tlie price of ores, to the great detriment 
of the miners.” It seetns that at this time the prices which 
the adventurers received from the smelters for the ores were 
even lower than the depressed state of the copper market 
warranted, and the miners were unable to hold out for higher 
prices, partly because they were disunited, and partly owing 
to the fact that their capital w^as small when compared with 
the great expense of working the mines. ^ 'J'his meant that they 
relied on the proceeds of each monthly sale to enable them to 
meet the expenses of the following month, and they were, there- 
fore, not in a position to refuse the low prices wiiich the smelters 
offered. Thus the trade was w^holly in the power of the smelting 
companies, and Boulton realivsed that the miners' fortunes could 
never improve wdiile this method of marketing their produce 
was maintained. In Jiis attempt to wrest tlie control of the 
copper trade from the smelters, Boulton was supported by 
Thomas Williams, the manager of the two Anglesea mines, w'ho 
had no cause to love the smelting companies, since they wore 
his bitter competitors. It may be noted that the Anglesea 
miners, although they were at one time “ oppressed by the copper 
companies ” as Cornwall was, had taken steps to set up smelting 
works of their own and to market their copper themselves.^ 
They were especially successful in developing the foreign markets.® 
The increase of Anglesca's production at this time was even 
greater than that of Cornwall’s. In 1778, Anglesea produced 

' Hunt, British Miniwjj LvHvr from Thomas Williams to Lord Uxbridfje^ 
August iithf 1785. 

2 Boulton & Wntt MSS., Account of Cornish Mctnl Coinpnny among Cornish 
Lrttera, c. 1787. 

® Ibid. 

^ Boulton & W^att MSS., Boulton to Wall, June lOth, 1785. 


» Ibid. 
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1200 tons of copper compared with its rival’s 3000 tons; in 
1785 the respective amounts obtained at the two centres were 
3000 tons and 4400 tons.^ In these circumstances there can 
be no wonder that the market was glutted, and that both centres 
suffered from mutual competition. Between 1780 and 1785 
both Boulton and Williams had suggested many schemes to the 
Cornish adventurers, by which the latter miglit free themselves 
from the smelters’ control and come to some agreement with 
Anglesea for the purpose of maintaining a high level of prices.^ 
It was not till 1785 that tliesc proposals began to receive general 
support in Cornwall, but in the autumn of that year a thorough 
reorganisation of the copper trade on its marketing side was 
effected. 

The initiators of the “ copper revolution,” as it was called, 
realised that if the Cornish miners were to control the smelting 
and marketing of their ores, fresh capital would have to be 
introduced into the industry, and a new organisation set up, 
which could co-ordinate the activities of the numerous mines. 
To this end the Cornish Metal Company was established on 
September 1st, 1785, with a nominal capital of £500,000, 
£130,000 of which was immediately subscribed.® A large pro- 
portion of this, it may bo noted, was advanced by Boulton and 
his friends, and by the other contractors to the mining companies. 
The objects of the Metal C.'ompany, it was stated, were “ to keep 
up the price of copper ores at a proper standard and to contract 
for the smelting of all ores as should best promote the interests 
of the mines.’’ ^ The Company agreed to buy all the ores raised 
in Cornwall from September 1st, 1785, to vSeptembor 1st, 1792, 
and to sell the copper in a metallic state. The associated miners 
of Cornwall, for their part, agreed to sell all their ores to the 
Company at such prices as should be fixed by the Governor and 
by the thirty-six directors, tw^o-thirds of whom were to be 
nominated by the miners. They also guaranteed to the sub- 
scribers to the Company's capital interest at the rale of eight 
per cent, per annum.® Tlius after September 1785 Cornwall 
possessed a central selling agency, which bore a close resemblance 
to the modern Kartel, and ivJiicJi controlled the marketing of 
all the ores raised in the county. It was now in a position to 

* Hunt, British Mining. 

^ lioiilton & Watt MSS., Boulton to Watt, October, 1782; and Hunt, British 
Mining, Letter from Williama to Lord I'xbndge, August \^lh, 1785. 

" HoiiUon & Watt MSS., Cornish Letters. 

* Ibid., Resolution of Meeting of Lords and Adventurers, July 22nd, 1785. 

® Ibid. 
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come to some agreement with Anglesea, by whicli prices could 
be maintained at a high level to the benefit of all copper 
producers. 

According to the price agreement between the Cornish Metal 
Company and Anglesea a minimum price for all tlic copper pro- 
duced by the two centres was fixed, and from this price both 
parties bound themselves not to depart under a penalty of 
£100,000. Cornwall's share of the total sales was to be three- 
fifths, while that of Anglesea was fixed at two-fifths.^ It is 
to be remarked, however, that no attempt was made at the time 
to set any limit to the total amount of production. By this 
agreement it was also stipulated that, after the ore had been 
smelted, the metal was to be sent for sale to warehouses at 
London, Birmingham, Bristol and Liverpool. Anglesea was 
given the right of serving Liverpool, Cornwall that of supplying 
the Bristol consumers; while both at Birmingham and London 
there W'as to be a general warehouse, to which both centres W(Te 
to send their co])per. Each party was required to present the 
other with weekly accounts of its sales, and five merchants were 
to be appointed “ to govern and direct the trade for the mutual 
benefit of each party. ’ The operation of the contract was to 
begin in May 1780, after which date +he price of copper was 
to be £86 a ton.^ This price, it seems, was about £12 higher than 
that which had ruled in May 1785; and it was thought that high 
prices could in the future be paid for Cornish ores, that ]h)ulton 
& Watt's engine dues would be secured, and that large profits 
would be gained by all who were concerned in the copper 
industry. 

The optimism which greeted the formation of this com- 
bination was, however, hardly justified by its results. Just as 
tlie introduction of Watt’s engines had first brought salvation 
to the miners, but later had resulted in the full wx^ight of their 
burdens being restored, so the prosperity which accompanied 
the Metal Company in its first few months of life was productive 
of forces which ultimately led to disaster. The formation of 
the combine brought about an immediate rise in the price of 
copper,’** and this fact, together with the knowledge that the 
price would be £86 a ton after the next May, caused the directors 
of the Metal Company to be generous in the prices at which 
they bought ores from the miners. This increase in the price 
of ores “ threw a temporary gleam of sunshine on the miners 

^ Houltoii <fe Watt MSS., Cornish l.vWrs. * Ihid. 

^ Ibid., Boulton to Watt, Juhj U)th, 1785. 
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and encouraged them to erect new engines in deep mines at 
great expense.” ^ The result was that a greater quantity of 
ore began to be produced than the Metal Company could dispose 
of in a metallic state, and so a stock of unsaleable copj)er soon 
began to accumulate.^ 

It was not, however, the excessive production which alone 
caused this accumulation of copper. The stocks of this metal in 
the hands of some of the old smelting companies were “ much 
greater than had been computed ” ; while certain other mining 
companies, which possessed rich mines and large stocks of copper, 
had not been included within the price association. Their 
production was stimulated by the high prices which ruled at 
this time, and they and the smelting companies sold copper 
considerably under the price stipulated by the agreement between 
Cornwall and Anglesoa.^ By 1787, moreover, foreign copper 
from Hungary, Sweden and Holland began to How into England, 
as well as into the foreign markets which Cornwall and Anglcsca 
had previously supplied. One instance is well worth mentioning. 
A quantity of unrefined copper, “ which had lain for years at 
Cadiz while low prices were to be had,” was bought by an 
English firm, shipped to this country, refined, and sold under 
the price fixed by the agreement.'* 

It is worth remarking that the possibility of foreign com- 
petition had been foreseen by the promoters of tlie combination, 
even before the danger had become immediate, for in March 
1786 there was an unsuccessful attempt to induce the Swedish 
cojjper producers to enter into the 2 )ricc association.^ 

The elTeet of this comjietition on the fortunes of the com- 
bination may best be realised by a consideration of the Metal 
Company's accounts which were presented in October 1787. 
By this time practically tlie whole of the Company's capital 
was represented by a stock of copper in its warehouses,® although 
an additional subscri 2 )tion of £11,000 had been raised a few 
months before. The Company, moreover, was dcejily in debt. 
When it had found that its initial capital had been insufiicient 
to enable its contract with the miners to be carried out, owing 
to lack of sales, recourse was had to a temporary form of loan.’ 
A contract was made between the Company and the smelters, 
by which the latter, instead of receiving a fixed sum for smelting, 

1 Boulton A. Watt MSS.. Cornish jAthrst. = Ibid. ® Ibid. * Ibid. 

^ Ibid., IV't/soM to Boulton ifc Wutt, Murch 3/-./, ITSO. 

« Ibid., Boulton to h’a/f, Odohrr Wth, 1787 ; Boulton to Wahjm ood,Oclobi r ISf/i., 
1787. 

’ Ibid., Cornish Letters. 
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agreed to pay for the ores, when delivered to them by the 
Company. These ores, though in the possession of the smelting 
lioiises, were still to bo considered the property of the Company, 
and were really a security for a loan advanced to it. At the end 
of the “ regulated time of smelting ores ” the copper was to be 
returned to the IMetal Company, which then repaid to the smelters 
the money advanced and interest at the rate of eight per cent. 
Although this method was only meant to be a temporary expedient 
for raising money, in actual fact more and more advances had 
to be obtained from the smelters, so that by 1787 these advances 
had become practically permanent loans and amounted to 
£228,500. This sum was secured by 2G77 tons of copper in the 
smelters’ possession, while in the Company's own warehouses 
wore 4027 tons. The total value of the whole stock was over 
half a million pounds.^ 

At the Company' s meeting in October 1787 it was estimated 
that this stock was at least equal to a two years' supply, and so 
it was declared that the Company would have to deduct from 
the prices paid to the miners for their ores a sum equal to two 
years’ interest on the capital invested in their purchase.^ It 
was evident that this would make the burden on the miners 
intolerable. A few small mines had already been stopped and 
all were losing by this time, A further reduction would complete 
the ruin of the industry. 

Moreover, disputes with Anglesea had before this time 
broken out. Since Williams was a skilful salesman, he had 
managed to obtain the principal sales for his own mines, and 
Cornwall w^as unable to make up its due proportion of tlie total 
sales. Williams, however, refused to restrict liis sales in any 
degree — to the wrath of the Cornishmen.^ 

Boulton saw clearly enough that the only possible way of 
preventing the ruin both of the Metal Company and of the 
miners was to secure a restriction of produce. This course he 
strongly urged on the adventurers during the autumn of 1787, 
but for some time without effect.'* ]\Iutual jealousies among 
the adventurers made it impossible for a decision to be arrived 
at as to which mines should be closed, but another and more 
potent reason prevented the CornisJimen from adopting his 
plan. The adventurers were frightened of the working miners. 
The latter, on hearing of the probable cessation of work in some 

‘ Houlton & Watt MSS., Boulton to Watl^ OcMihtr llth, 1787. * Ibid. 

“ Ibid., March 3rd, 1787; and June Uuh, 1787. 

‘ Ibid., Cornish Letters. 
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mines, had revolted and attacked Truro, where the Company's 
offices were situated.^ The mob was dispersed only with great 
difficulty, and “ no mine dared give up ” ^ for fear of another 
riot. If the mines stopped, moreover, considerable numbers 
of miners would be thrown out of work. As these “ could not 
in that county get their bread by any other means, they would 
prove an intolerable burden to the parishes to which they 
belonged.” ^ 8o the adventurers informed J3oulton that “ they 
might as well sink their money in employing the poor as main- 
tain them without working.” 

The state of the (Company's finances, together with the fact 
that Anglesca had sold more than her fair share of copper, 
induced tlic miners at the meeting in October 1787 to decide to 
break tJieir agreements both uith the ]\retal Company and with 
Anglesca, and to revert to the old methods of sale. In order 
to prevent the (Company from further depressing the market 
by attempting to sell its huge stock, the miners agreed to pay 
the subscribers £17,000 a year for five years provided that the 
Company did not sell more than 1300 tons of copper a year.'* 
The result of this breach of the contract was disastrous. Anglcsea 
immediately lowered the price of its copper, which still more 
reduced the sales of Cornish cop 2 )or,® and it seemed that Corn- 
wall was now doomed as a coptier-producing centre. 

This renewal of competition was disliked, however, by 
Anglesea almost as much as by Cornwall, and before the end 
of the year another agreement was made, by which the Cornish 
JMetal Company's position was rc-estaldished and its contract 
with Anglesea renewed with modifications.® In this new contract 
attempts were made to avoid the defects of the fornier com- 
bination; but jirolonged negotiations were necessary before the 
following terms were accepted by both })arties. In order to 
avoid mutual suspicions and breaches in the agreement, it was 
decided to place the sale of all the copj)er j^roduced in Cornwall 
and Anglcsea in one hand until September 1792. Thomas 
Williams w’as made the joint agent of the two centres. Ho was 
to reside at London, to direct the course of the trade from there, 
and, in return, to receive ti commission of two per cent, on the 
amount of the sales. The price of copper was to bo fixed at 
joint quarterly meetings at London; but, to avoid the danger 


^ Houlton Watt MSS., Boulton to }Vutt, October 1787. 

2 Ibid., October IWi, 1787. * 76/./., Corjiish Letters. 

‘ Ibid., Boulton to Watt, October 11/6, 1787. « ibid., Cornosh 

* fhid., Boulton to IVutf, November 8/6, 1787. ’ Ibid., Fihruary 20/6, 1 /88. 

No. 129. — VOL. xxxrii. ^ 
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of unforeseen competition, there was to be a certain amount of 
elasticity in the price. It was also stipulated that both Corn- 
wall and Anglesea should restrict the production of copper to 
3000 tons each per annum, and, although for 1788 Cornwall 
was to be allowed to sell twice as much as Anglesea, in sub- 
sequent years the sales were to be equal. The price of copper, 
moreover, was reduced to £80 a ton. 

One very significant suggestion, which received much support 
about this time, is worth noticing. It was that a Bill should 
be introduced into Parliament to bind the contracting parties, 
and that “ five commissioners should bo appointed by this Act 
to see it put into execution, and to be ultimate arbiters in all 
disputes.” ^ Although there was much talk about this Act, it 
does not seem evident that Parliamentary sanction was actually 
sought for the new combination. 

It was chiefly due to the efforts of Boulton and of Williams 
that the agreements had been resuscitated, and during the early 
months of 1788 they used their influence in the trade to enforce 
a restriction of output, which was so necessary for the success 
of the combination. Only with utmost difficulty, however, 
could the Cornish adventurers be prevailed upon to give up 
their mines or reduce their production.^ Although several mines 
stopped working in 1788 owing to their heavy losses, the Metal 
Company found it necessary to bring about a further decrease 
by granting “ a compensation to such mines ” as would discon- 
tinue working, “ equal to 40^. for every ton of copper annually 
produced.” ^ It was not, however, till October 1789, after the 
cessation of several large mines,^ that the desirccl reduction had 
been brought about, and that the Metal Company could dispose 
of any part of its enormous stock which had been accumulating 
up to that date. 

Although the Metal Company had been saved from complete 
ruin, the position of all those concerned in the copper-mining 
industry was in 1789 still very serious. The Company was 
burdened with huge stocks, and could not, therefore, afford 
to give reasonable prices for the ores.** For this reason nearly 
all the mining companies of Cornwall were losing money.® The 
merchants who supplied them with materials had to consent 

* Boulton <& Watt MSS., Cornish LfUfrs, 

* Ihld.f Boulton to Fox^ January 30i/i, 1788. 

® Ibid.f Minute, of a Metal Company Committee Meeting, February 28//*, 1788. 

Ibid., An Account of the Benefits of Waifs Engines to Cornwall, July VMh, 

J795. 

® Ibid., Cornish Letters. ® Ibid., Boulton to Walt, October Gth, 1789. 
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to a reduction on their bills, and Boulton & Watt were unable 
to obtain the payments of their engine dues from many of the 
mines. Where the mines had stopped working the partners’ 
loss was, of course, permanent. Among the labouring miners 
the direst poverty and distress were the fruits of tlie Metal 
Company’s failure. The reduction in the “get” of ore, and 
in its price meant that thousands were thrown out of work or 
reduced to starvation wages. Among these miners at this time 
“ the spirit of violence was upon the ferment.” ^ When it was 
decided to close one mine in the autumn of 1789, they “ intimated 
a visit to take down the greatest house in Truro.” 2 The mine 
did not close I For some time past all tliat Boulton had been 
able to suggest as a remedy was that “ Mr. Pitt ” should “ send 
orders for 3000 tons of copper,” or, as an alternative, “ a press 
gang.” There seemed, in fact, no possibility of getting rid of 
the huge stock, by which the Metal Company was burdened, 
and yet its sale was the only means by which the prices paid 
for the ores could be raised. 

The next year, however, Cornwall was saved as if by a miracle. 
The great store of copper ore in Anglcsea, which had been mined 
so cheaply, was by 1790 becoming exhausted.® Its decay was 
apparently quite unexpected by those interested in the Cornish 
mines, for Boulton often declared, just before this time, that 
Williams’ ultimate aim was to supply the whole of the copper 
market, and that his alliance with Cornwall was merely a tem- 
porary policy to keep up jirices until he could do so. 

This decline in Anglcsea's production enabled the Metal 
Company to dispose of some of its surplus stock during 1790, 
and so to give considerably higher prices for the ores.'^ Yet, 
in spite of the improvement in the situation, the burden of the 
stock, wliich amounted in 1790 to 0500 tons of copper, valued 
at £400,000, lay heavy on the adventurers. Several of them 
began selling to the excluded smelting companies, which, having 
no dead stock, could olfer higher prices for the ores than the 
Metal Company could In order to induce the adventurers to 
keep to their contracts and to maintain the combination intact, 
Williams in July 1790 olTercd to smelt the ores at the Anglesea 
works “ upon lower terms than is in the power of the old 

» Houlton & Watt MSS., Boulton to Wa//, October 5th, 1789. * Ibid. 

» Joseph Caruo, A Paper in the Journal of the Royal acoloyicfA Society of 
Cornwall, 

* Houlton & Watt MSS., Cornish Letters. 

* Ibid., Circular Letter from Williams to the Cornish Copper Miners, July ^th, 
1790. 



84 


THE ECONOMIC JOURNAL 


[march 


companies/’ ^ He declared that the market at that time would 
take only G500 tons of copper, but ho was prepared to allow 
Cornwall to supply 4000 tons of this to Anglesea’s 2500 tons. 
He also ofTered to the shareholders of the Metal Company a 
douceur of 2} per cent, on their capital in order to induce them 
to keep tlie Company in existence beyond the date fixed for its 
dissolution. By tliis means lie hoped to retain a control over the 
copper trade even after Anglesea had been reduced to impotence 
as a producing centre. The result of the entire scheme is doubt- 
ful ; but it is certain that he was not successful in his attempt 
to prolong the life of the Company, for it came to an end early 
in 1792.2 

By that time the Metal Comjmny's position had enormously 
improved. It had sold the whole of its stock; it had wiped 
off its debts; and by March 1792 it possessed practically intact 
its subscribed capitiil.^ This achievement w^as only possible, as 
one writer says, bc(^auso ‘‘ the reduced produce of the mines of 
Anglesea, in conjunction with tho ruin of several Cornish mines, 
had the effect of raising the price of copper from £S0, at which 
it stood in 1790, to £90, wiiich was its price in 1791.”^ By 
1792 copper stood at £100 a ton.^ Thus the Metal Company 
was able to get rid of its stock at a high price on a market from 
which its most dangerous competitor had been removed. Tho 
clause in the price agreement that tlie sales of both Cornwall 
and Anglesea should be equal after 1788 was, of course, ignored, 
when Anglesea proved unable to supply its quota. 

it might be thought that the Cornish production of copper 
would have rapidly increased after 1790; but this did not 
immediately occur. The explanation is to bo found in the fact 
that, once the mines had been closed, it was always a long and 
expensive business to set them to work again. Extensive floods, 
moreover, which occurred in 1791, made any such attempt use- 
less.® Thus all favoured tho Metal Company, when, once its 
fortunes had changed. 

It is curious to notice that Boulton was by no means so 
pleased with the improvement as might have been expected. 
His interests by 1790 had undergone a change. Before that date 
they had been, in the main, linked with those of the producers 

^ Boulton & Watt MSS., Circular Letter from Williama to the Cornish Copper 
Mirirrs^ July 9i/t, 1700. 

* Ihid.^ Accounts of Cornish Metal (-ompany, March lal, 1792. • Ibid, 

* JoHoph Came, Journal of the Eoyal Geological Society of Cornwall, 

^ Hunt, British Mining. 

® Boulton & Watt MSS., liouUon to Watt, March 2(Mh, 1791. 
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of copper; afterwards ho became more interested in the copper 
industry as a consumer. This was due to the development of 
his coining business, which he had begun when the price of copper 
was low, and which had been stimulated by the large purchases 
of copper that he had made in 1788 from the Metal Company, 
in order to relieve it of part of its stock.i After 1790, while 
other markets for Watt’s engines were developing, and while 
Cornwall was, therefore, no longer of such vital interest to the 
partners as it once had been, Boultons coining business was 
beginning to assume considerable proportions. 8o it can be 
understood that the rise in the price of copper became a very 
serious matter for him, now that the centre of his interests had 
shifted. Thus Boulton, who had striven so hard to form a 
combination to put up prices, was now hit very hard by the 
organisation wdiich he had himself created. Possibly it was 
owing to his influence that the Company came to an end in 
March 1792, even before the expiration of its contract wdtli the 
Cornish miners. 

From this time onwards the demand for copper rapidly 
increased as a result of the extension of manufactures in England, 
and of the growth of the navy during the French war. In spite 
of the great increase in the “ get ” of ore after 1792, and although 
the old methods of sale were reverted to, prices rose almost 
without interruption until the end of the century.^ This, of 
course, rendered any attempt to renew the combination un- 
necessary, nor was any such attempt made after the Cornish 
Motal Company had been dissolved. 

G. C. Allen 

^ Smiles, Lives of Tioulion <(-’ H u/i; also, Boulton & Watt MSS., 
to Watt^ March 2Gth, 171)1. 

^ Hunt, British Mining. 
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English Local Government : Statutory Authorities jor Special 
Purposes, By Sidney and Beathice Webb. (Longmans, 
Green and Co. Pp. 521. 25^?. net.) 

At the close of this volume Mr. and Mrs. Webb tell us that 
their work on the history of English Local Government is drawing 
towards its end. For a quarter of a century, in spite of the 
performance year by year of other political, scientific, and 
administrative duties sufficient to constitute for most people a 
full-time occupation, they have kept up the enormous labour of 
preparing from scores of tons of original documents a history of 
their subject from 1689 to 1832. Now they promise us one more 
volume on “ The Relief of the Poor and the Repression of 
Vagrancy,” and then, “ all the fascinating evolution of Parish 
and Borough and County into the Local Government of to-day we 
must regretfully leave to be described by younger students.” 

A newspaper reviewer of an earlier volume in the series wrote 
that this W'ork will necessitate the re-writing of English history.” 
That re-writing has not yet taken place. As far as I know, no 
school history -master yet tells his class about the evolution 
after 1689 of Quarter Sessions from a purely judicial to a largely 
administrative body, controlling, more than did the King’s Govern- 
ment, the lives and fortunes of the majority of the population ; 
and no scholarship question is asked by any college about the 
reform of the prisons, or about that problem of highway com- 
munication which has been so vitally important to the other 
elements of English history. If there arc still any living descen- 
dants of Joseph Merceron or William Mainwaring, they can go to 
school or college without the fear of having to blush for the way 
in which their ancestors made their money. 

To the future writer of general English history the most 
important parts of this volume will be its demonstration of the 
part played in English social evolution of the eighteen hundred 
” Statutory Authorities ” created (mainly during the eighteenth 
century) for special purposes by ten thousand local acts (p. 7), 
and in the aggregate “ more than eight times as numerous as the 
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Municipal Corporations . . . and thirty times as numerous as 
the Courts of Justices in Quarter Sessions that governed the 
Counties (p. 2). Perhaps the most interesting and to most 
readers the newest of these arc the “ Courts of Sewers (Chap. I), 
which did so much to turn the mediaeval Eliigland of ‘‘ huge, great 
and vast fens and marshes ” into the tidy, closely cultivated 
country-side which our American visitors admire to-day. The 
text-book historian will also have to note the demonstration that 
English urban history practically begins in the second half of 
the eighteenth century. “ When William of Orange landed at 
Tor Bay . . . omitting the anomalous City of London with its 
outlying villages, and the ancient cities of Bristol and Norwich, 
which counted each thirty thousand inhabitants, there were . . . 
no towns of even twenty thousand — a figure not reached at that 
date by either York or Exeter — whilst only half a dozen others 
exceeded five thousand ” (p. 399). In spite of our instinctive 
disinclination to think or speak of dirt, a time may come when 
text-books will quote from each other the Webbs’ description of 
our experiments in town-building without organised sanitation. 
‘‘ To any Englishman of tiie present day, who found himself 
suddenly transported to the London or Birmingliam, the Liver- 
pool or Sheffield of a century ago, the most striking feature would 
probably bo the * general nastiness ’ of the ground he trod upon, 
defiled by an almost incredible accumulation of every kind of 
filth. Ho might next notice the noisome and all-pervading 
stench, which was so customary and continuous as to be scarcely 
ever commented upon. . . . The dense swarms of pallid, under- 
sized and wretchedly clothed wage-earners, who constituted 
all but a tiny minority of the population, might have been noticed, 
by a twentieth -century observer, to be perpetually suffering from 
ill-health, and to be, in fact, practically all either sickening for or 
recovering from attacks of what we should now term either enteric 
or typhus ” (pp. 403-405). 

More technical students will examine the ‘‘ principles ” and 
other generalisations which the writers deduce from their long 
familiarity with the original material. The first part of the book 
contains a good deal of repetition, from a new point of view, of 
facts already dealt with in earlier volumes, and the second part 
is a summary of their general conclusions as to the causes by 
which the system, in so far as it was a system, of 1680 was turned 
into that of 1836. Anyone who has tried to make generalisations 
in social history knows how difficult it is to be both accurate and 
intelligible. There are millions of facts each different from the 
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other, and any generalisation must necessarily involve a certain 
degree of over-simplification and over-emphasis. But after 
allowing for that, and for the many eases in which the generalisa- 
tions are both new and, as it seems to me, true, I myself find it 
difficult to accept some of the conclusions in this book. In 
particular I think that the authors greatly exaggerate the import- 
ance during the eighteenth century of what they call (with that 
use of capital letters which they have done so much to restore to 
English scientific writing) “Vocational Organisation” in English 
eighteenth-century local government. Their Constitution for 
the Socialist Commonwealth” (1920) and many of their other WTit- 
iiigs show that tlic Webbs have shared t)ic present widespread 
dissatisfaction with representation, based on merely local con- 
stituencies, as the sole basis for a reformed social system, and 
that they are now strongly convinced of the need in local 
government of an effective organisation of the producers as such, 
in reading this volume I sometimes fe(d that this conviction has 
leaked subconsciously into their view of eighteenth-century 
history. Of the five “ ideas that governed men’s minds, the 
traditional concepts still potent in constitutional organisation — 
inherited in 1689 from previous centuries, and embodied in the 
local institutions of the eighteenth century,” they give, as the 
first, the Obligation to Serve,” and as the second Vocational 
Organisation as the very basis of government ” (p. .*165). “ At 

the close of the seventeenth century,” they say in the argument 
by which they illustrate this second j^roposition, “ governmental 
authority was frequently vested in a group, a coiiq^any, or a 
corporation associated for some production or supply of services or 
commodities.” They give, as instances, the Church, the Inns of 
Court, the College of Physicians, etc., and the fact that “ Such 
chartered incorporations as the East India Company, the New 
River Company, the Bank of England, and the various national 
companies for colonial and foreign trade, or for mining or manu- 
facture, could receive analogous powers ” (p. 3CG). If the phrase 
“ vocational organisation as the very basis of government ” 
is to be used to include the power of making bye-laws exer- 
cised by representatives of the owners of inherited shares in 
the New River Company in the eighteenth century, or by the 
shareholders of a railway company to-day, the use of the term 
“ vocational organisation ” in modern social controversy must 
be radically changed, and I am not sure that the Webbs are always 
careful to make that change. They also seem to me to strain their 
terms when they argue that the eighteenth -century Municipal 
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Corporation was an Association of Producers, because such a 
Corporation, “ feeling itself merely a group of privileged persons, 
inevitably considered its market or its port, like its commons or 
its charitable endowments, as belonging morally as well as legally 
to its members, and to its members exclusively (p. 368).” They 
add, in a footnote, ‘‘ It would, we think, be far-fetched to emphasise 
traces of vocational organisation in the County or Parish govern- 
ment. But it is Mwth noting that the Justices belonged origin- 
ally ail to one class, that of owners of agricultural land, with which 
their connection was much more than that of receivers of rent . . . 
and though the Parish organisation . . . was distinctively com- 
munal in character, the members, in practice, were usually all 
agriculturists •’ (p. 309). It seems to me that the classification 
of the New River Company or the ciglitecnth -century Norwich 
Corporation as vocational organisations is more, rather than less, 
“ far-fetched ” than would be the same classification of Quarter 
Sessions or the Parish Vestry. On a later page, indeed, the Webbs 
roundly say, “ The IVlanor and the Municipal Corporation, and 
even the landowners, who as Justices of the Peace ruled the 
Counties . . . were all of the nature of Associations of 
Producers ” (p. 437). 

In their earlier volumes I have often thought that the Webbs, 
who have the merit as historians of l)eing vigorously human, 
were often hard on Bentham and his utilitarian followers. Chad- 
wick and Parkes and Bentham himself might in their pages almost 
have been members of Mr. Asquith's Cabinet. In this book one 
docs not feel this so strongly, and it is pleasant to find in a foot- 
note the statement that Bentham deserves credit for his sketch 
of a Ministry of Health a century before such a Ministry was 
established (p. 464). But still I do not think that sufficient 
justice is done to Benthain’s amazing achievements as a political 
invTiitor, or to the effect of his inventions on the actual course 
of events. 

All tliese points arc, however, comparatively small matters. 
The big thing about this long series of inquiries is the mass of 
hitherto unknown or unnoticed facts collected with passionate 
industry, and expounded with a passionate conviction of their 
importance. As I look back on this book and its predecessors, 
my main feeling is one of pity for the little race of men with 
their limited pow’crs of understanding and forethought, and their 
vast capacity for suffering. Their institutions are so heedlessly 
fashioned, and when once fashioned pass so easily out of the 
knowledge of the overwhelming majority of those who are to be 
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affected by them. If ever a British Soviet should give us a system 
of local govern men t as complex as that devised by Mr. G. D. H. 
Cole, or as that resulting from the ten thousand local acts of the 
cight(‘cnth century, those who understood and managed its com- 
plexities might be the successors of Joseph Merceron, or W. M. 
Tweed, or Richard Croker. Our only hope is that political and 
administrative arrangements may some day be made as simple 
and intelligible as possible, and that understanding and criticism 
of those arrangements, and of the processes needed to adapt 
them to new conditions, may become part of the accumulated 
heritage of every civilised community, arranged in accessible 
libraries, explained in university courses, and valued, as the 
achievements of natural science arc now valued, by the whole 
community. If that ever comes to pass the names of Sidney and 
Beatrice Webb will stand near that of their old enemy Jeremy 
Bentham in the temple of political science. 

Graham Wallas 


The Making of 1 tidex-Nimhers : a Study of their Varieties, Tests, 
and Reliability. By Trying Fistier, Professor of Political 
Economy, Yale University. (Boston and New York : 
Houghton Mifflin Company, 1922. Pp. xxxii + 526.) 
Price, $7-50.) 

In the opinion of the author tlie best form for the calculation 
of an index-number can be decided by the application of certain 
tests of a definite and universal kind, and these tests are equally 
valid whatever the purpose of the number. There is no subtlety 
in the problem of measurement and no plaee for ambiguity. 
M. Marches distinction between an index monetaire,” which 
measures such changes in the value of the unit of currency as may 
be produced by inflation, and an “ index budgetaire,*' which 
measures the change in the cost of an aggregate of goods, is 
rejected; Professor Edgeworth’s analysis of the accuracy of 
averages formed from samples, and generally the application of 
the theory of probability, are not proper to the problem (p. 380) ; 
the brief chapter on “ Other Practical Considerations,” in which 
the questions of sampling and classification are discussed, is quite 
insufficient for its purpose. Professor Fisher’s treatment would 
perhaps be less arbitrary if he had spent more thought on the 
definition and purpose of an index-number and on the principles 
of weighting. To him, “ an index-number of the prices of a 
number of commodities is an average of their price relatives,” 
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“ the fundamental purpose of an index-number is that it shall 
fairly represent, so far as one single figure can, the general trend 
of the many diverging ratios from which it is calculated ” ; weight- 
ing must be fair.** Definitions of such vagueness do not form 
an adequate basis for scientific analysis. 

Six types of index-numbers arc considered: arithmetic, 
harmonic, geometric, median, mode and “ aggregative.** Of 
these, the Mode is quite properly rejected. The Median is at 
first rejected as “ freakish ’* or erratic, but in the end is found to 
be better than any other unweighted index-number; this con- 
clusion is reached by examination of its results in a particular 
case, for Professor Fisher docs not seem to be aware that the 
probable error of the Median is little more tlian (J- of) that of 
the Arithmetic Mean and that when some of the observations are 
abnormally dispersed it is less liable than other measurements to 
chance disturbance.^ The Geometric Mean is on the wliole 
approved, when weighted in particular ways, but on the ground 
that it satisfies the tests described below, rather than on its special 
appositeness for measuring changes of prices.^ The Harmonic 
and Arithmetic Means are in essence similar, corresponding to 
the forward and backward workings on the same hypothesis. 
“ Aggregatives ’* are merely alternative methods of stating 
weighted Arithmetic Mcans.^ In the end we are left with various 
forms of the wxuglited Aritlimctic and Geometric Means. So far 
there is little that is novel. 

The main thesis of the book is that the “ fairness,” adequacy 
and accuracy of index-numbers can be tested by what are called 
“ The Two Great Reversal Tests.” It is surprising that the author 
has not thought it w'orth while to examine their basis carefully 
or to prove their validity. All he has to say is, “ Index-numbers 
to be fair ought to work both w^ays ... as regards the tw^o times 
to be compared, or as regards the two sets of associated elements 
for which index-numbers may be calculated — that is, prices 
and quantities.** Test 1 is, then, “ The time (or place) reversal 
test,” Test 2 is “ The factor reversal test.’* These can be best 
examined with the help of the notation used — P q, stand for 

1 Sco Edgeworth, Phil. Mag., 1887. p. 270, and Economic Journal, 1918, 
pp. 190 soq. ; niul Bowley, Elements of Statistics, 1920, p. 20C. 

* Walsh, The. Problem of Estimation, passim. Howlcy, Economic Journal, 

1921, p. 202. . , 

» Tho formula used by Mr. Knibbs, and the U.S. Bureau and others in the 
aggregate form is 2p,7o/-PoVo» '"'hiuh is identical with 2itT/2w», where ta — Po7o 
and r pjpo. Since it has been commonly supposed that the method of 
aggregates has some peculiar merit, this identity (recognised by Trofessor Fisher) 
might advantageously liavo been giv^n greater prominence. 



92 


THE ECONOMIC JOURNAL 


[march 


n price or commodity in the first year (or place) considered ; p j, in 
the second year or place. Z prefixed means that the quantities 
involved arc to be summed over all the commodities included. 

By Test 1, for example, the formula 1 : Zq^ pJZqQ^Q, where the 
prices at both 3^ears are weighted by the quantities in the first year 
(forward working), should give the same result as Zq^p^lZq^pi : 1 
— 1 : '''here the quantities in the second j^’ear are 

taken (backward working). This is only the ease if the correla- 
tion between the increase in quantities and the change in prices 
is zero, which cannot generally be assumed ; in fact, this correla- 
tion is generally negative.^ If there is nothing to choose between 
the claims of the two years to influence the number, this discrep- 
ancy invalidates either index-number used alone, and it has long 
boon recognised that some mean between the two should be 
taken. Since, hoAvover, a second valuation of quantities has not 
generally been obtainable (except in the ease of index-numbers 
based on import and exjAort statistics or repeated Censuses of 
Production), statisticians have been compelled to use unchanged 
weights over long periods. The smallness of the correlation 
involved has generally prevented any serious error over periods 
not immoderately long. 

It is a question, however, whether the test is universally valid. 

(a) The quantities in the first period may be normal (as in tlie 
year 1013), in the second abnormal (as in the year 10 IS); the 
symmetry is broken a priori. In comparing 1913 and 1018, the 
forward method may he more appropriate than the backward. 

(b) In considering the relative cost of living in England and France 
in 1905 (Cd. 4512), it was found that working on an Englishman s 
budget the French cost was 11 p(‘r cent, above the English, and 
working on a Frenchman’s budget it was 6 per cent, above. From 
the point of view' of an Englishman proposing to emigrate, the 
former measurement may have more importance than the latter. 

(c) In unw'cighted index-numbers, as used by the Economist and the 
Statist, the forward working gives (Zpj2\)h^i the backward work- 
ing would give nlZip^jp^). The former is always greater than 
the latter.® Now in the forward working it is assumed that the 

' If we write 1^ and 7i for the forward and backward index-numbers, and d 
for Pi/Po — 7o, we have Iq — ~ — 7 i)d/ 27 iPo. When for a commodity 

d is positive, i. e. tlio prie<3 lias lison more than the uvcrng(3, wo may expect tiio 
quantity used to have fallen rolafiv’ely, and q„ — < 7 , to bo negativo and vice Vfrgu, 
Professor Fisher alludes to tin’s relationship on p. 410. 

* Notice that it is the index-number that is greater, with the result that tho 
forward method shows a greater riso (when prices aro rising), but a smaller fall 
(when prices are falling), than the latter. 
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expenditures in the base year may reasonably be taken as e(iual 
for all commodities ; the reversal by formula would involve the 
assumption that expenditures might still be taken as equal after 
a variable change of prices, but to make the same reasonable 
balance as in the forward working the selection or weighting of 
items would have to be reconsidered. The algebraic antithesis 
is not the logical antithesis. 

In passing, it may be remarked that Prof(?ssor Fislier puts 
both the Economist and Statist numbers in his lowest class. 
('‘ Worthless index-numbers ”) on the ground that they arc un- 
weighted as well as condemned by both tests. In fact, they arc 
both weighted by the method (approved by the author) of taking 
several representatives of the more important groups of commodi- 
ties. lie makes the astonishing statement (p. 345) that the 
Statist number has an upward bias ” of 30 per cent, when 1920 
is compared with the base 1867-77. If the forward working is 
used the index is 251, while the baekwanl working gives 217; if 
we understand the author's measurement of bias we find it to be 
7i per cent., for 251 - 217 x (1‘075)2. He is also wrong in 
classifying the new Board of Trade number as unweighted (formula 
21) or arbitrarily weighted (formula 9021) on ]). 303. 

The second test requires that (1) the formula for measuring 
change in quantity, as in the measurement of quantity of imports 
or of production, shall be the same as that used for prices when p 
and q arc interchanged, and (2) that the product of the quantity and 
])riec index-ratios shall equal the ratio of costs or expenditures. 
Thus if the price index was Eq^pJ^q^p^, the quantity index by 
(1) should be Kv (-) product should equal 

which in this formula would not generally be the 
case. (1) depends simply on the author’s opinion that the nature 
of the problem or data cannot a (Teet the ([uestion which is the best 
form for an index, together with the statement that measures of 
quantity and of price come into the working on an equal footing. 
This assumes that quantities can only be combined on an exchange 
value basis, and not by weight (as is done in some trade statistics) 
or by feeding-values (as might be done in cost of living investiga- 
tions). For (2) there seems to be no justification on general 
principles ; the mean of a product only equals the product of the 
means of its factors if there is no correlation between them. If 
we compared a miscellaneous collection of modern books with an 
equally numerous group a century old and estimated the mean 
change of height and breadth anti area of their pagt's, it is not self- 
evident t hat the product of the first two estimates would equal the 
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third. A test to which so much importance is attached, one which 
is used to condemn well-known index-numbers, ought not to have 
been put forward on so slender a basis as “ whenever there is a 
price of anything exchanged, there is implied a quantity of it 
exchanged . . .’’so that the problem of an index-number of the 
frices implies the twin problem of the index-number of the 
quantities. It is interesting to notice that of the eleven index- 
numbers classed as “ superlative ” (p. 247), only five satisfy both 
tests (p. 219). 

The formula selected as giving “ the ideal index-number ” is 
'^{(^%Vil^9oVo) There is no doubt that when 

W'cighting is proper to the problem, and when the two years 
concerned ought to affect the result equally, this is a very good 
method, and in fact it has been recommended by various writers 
for at least twenty-tliree years. Professor Fisher’s claim, however, 
that it measures the quantity required correctly to one part in 
1000, cannot be seriously sustained. It rests on the fact that in 
the group he uses to illustrate his analj’^sis (prices and quantities 
of thirty-six commodities, 1913-18), the measurements he selects 
as best (by the reversal and other tests) agree very closely. That 
such formulae as i i 

and s/L X P give nearly the same results shows only that in the 
particular numbers there was little correlation between the price 
and quantity changes. They may all be equally wrong. 

There is much that is interesting and useful, and something 
that is novel and useful, in the book. In particular the classifica- 
tion and comparison of the formulae hitherto used, and the jHomin- 
ence given to the necessary algebraic relations of their results, will 
repay study and further investigation. 

A. L. Bowley 

Principles of Public Finance, by Huoif Dalton, M.A., D.Sc. 

(Econ.), Cassel Reader in Commerce in the University of 

London. (London ; George Routledge & Sons, 1923. Pp. 

vi, 208. 8vo. Price 5s. net.) 

What precisely do we mean by the “ principles ” of public 
finance ? The Chancellor of the Exchequer informed our American 
friends that the principle of British finance is “ to pay as we go so 
far as we can,” and the announcement was thought to be worth 
cabling across the Atlantic. It is an exemplary rule of conduct 
both in private and public life ; but of principles like these there 
are enough to be found in the maxims of Poor Richard or the 
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Proverbs of Solomon. We look to a scientific study of finance for 
something more than the generalities of unorganised common- 
sense. 

Dr. Dalton displays a gay scepticism of the validity and utility 
of some current opinions on finance which pass with the un- 
instructed for principles, and in this respect he frequently strikes 
the right note, and strikes it clearly. He is not always so successful 
in his positive enunciations. Take, for example, the passage, 
“ The direct money burden of a tax imposed on any object is 
divided between the buyers and the sellers in the proportion of the 
elasticity of supply of the object taxed to the elasticity of demand 
for it. Thus in the particular case where the elasticity of supply 
is equal to the elasticity of demand, the burden is equally divided, 
and the price of the object taxed rises by half the amount of the 
tax.” The general reader, for whom the text-book is stated to 
be primarily intended, will find this proposition too dogmatic, 
elliptical, and cryptic to command the assent of his reason by 
itself, and the statesman is not likely to recognise it as a formula 
serviceable in practice. The pure theory of taxation brilliantly 
expounded by Professor Edgeworth in the Economic Journ.\l, is 
an interesting and instructive exercise in economics, but the 
wisdom which is tlie essence of statesmanship in finance must come 
from the realistic study of finance, the lessons of financial history, 
the study of financial statistics, the comparative legislation, 
administration, constitution, and economic condition of different 
countries. Deductive reasoning and “ general principles ” are but 
tools of investigation, and it is the investigation that matters. 
Principles by themselves are but the grammar of the language 
which we have to read in that part of the book of life which is 
concerned with finance, and the more the student of finance can 
be steeped in tlie facts the better. Apart from a grounding in 
economic reasoning, such specific principles of finance as we have 
do not carry him very far. 

The tendency to stone the prophets which is the distemper of 
the young shows itself at times in Dr. Dalton’s discussions. Mill’s 
statement that “ there is not the smallest pretence for looking on 
the old land tax as a payment exacted from the existing race of 
landlords,” is pronounced to be “ quite fallacious.” We are told 
that if the tax were repealed, those who now pay it would secure a 
direct money benefit, and that its incidence, therefore, is upon 
them. This is obvious enough if we use the word pay in its 
literal sense, but the argument is that the existing race of landlords 
who have purchased the land subject to tax do not in effect pay it 
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by carrying its burden. The “ fallacy *’ embodies a truth of 
importance, tlie denial of which is futile and misleading. Tlie 
scorn poured U2)on tlio “ so-called ” doctrine of capitalisation, 
diffusion and absorption rests u2)on an imperfect appreciation of 
their substance. On the subject of equity in taxation we are told 
that the current i)rinciples arc only matters of oj^inion. “ It 
cannot be iHoved that they arc, in fact, equitable, but only that 
certain j)eopIo at certain times think them so.” Agnosthasm of 
this kind is not very helpful to the student. The social conscience 
here and now may be imperfectly informed. It is surely better to 
satisfy it so far as we can ])ending its improvement than to look 
upon it as a false guide. The legislator bridging over the gap 
between law' and custom is like the statesman who brings national 
finance into closer harmony with the national sentiment of fairness 
for the time being. Tlic assertion that taxation has no general 
tendency to cause unenqiloymimt is much too sweeping. ^Fhe 
argument that the receivers of interest on public securities are 
not rendering any jHcsent quid pro quo to the public authority ” 
ignores the fact that they are leaving their ca2)ital in the hands 
of Government and so giving a contiiuious service. “ It is better 
to cxem2)t houses from local rates than to subsidise them,” is 
another cxanqffe of a declamation which it might be enlightening 
to the student to discuss, but which he would do well not to take 
on trust. The author’s desire for a caiiitiil levy, resting upon the 
“ princqffc ” that the marginal utility of relief to the less wealthy 
will exceed the marginal disutility to those who are taxed, con- 
firms our view’ that assumed '* jjrinciples ” applied to the concrete 
facts wdll not always work out according to j)lan. Perha2)s 
enough has been said to show’ that the volume is bright and discur- 
sive in its polemics ratJier than a disjxjssionate guide. The 
ability of the writer is evident, and we should like to see him 
employing his talents upon a more realistic study of the subject. 
In the language of Bottoni, we shall desire his better acquaintance. 

Henry llioos 


Puhllc Finance.. I3y M. E. Rojjin.son. With an Introduction by 
J. M. Keynes. (Cambridge Economic Handbooks, III.) 
(London : Nisbet & Co. Cambridge : Univ^ersity Press. 
Pp. X 109. Price Ijs. net.) 

Tjiis book is the tliird volume of the Cambridge Economic 
Handbooks issued under the general editorship of Mr. J. M. 
Keynes. The first two volumes were review'cd in The Economic 
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Journal for June 1922. Miss Robinson has undertaken the 
difficult task of treating a very large subject in a very small book, 
and her work has suffered in consequence. In fact, it may be 
doubted whether it is possible to write a really satisfactory book 
of this size on Public Finance. Some Prohlems in Taxation would 
have been a much more suitable title, for the book, while it is 
entitled Public Finance, really deals mainly witli the principles 
of taxation, and some of the problems connected with the raising 
and spending of the revenue. The subject of expenditure, to 
which a considerable space is allotted in most modern books on 
Public Finance, is therefore only treated incidentally, and financial 
administration is left on one side altogether. Local finance is 
necessarily dealt with very inadequately, as only one chapter out 
of the ten could be devoted to it. The whole problem of inter- 
national and internal debts is, again, only given one chapter, 
entitled, “ The Post-War Burden of Debt,’* and in this chapter 
arc included such complicated issues as a levy on capital and a 
levy on war wealth. Further, there is scarcely any reference 
made to tlic public finance of other countries. For some reason 
which is not very apparent, tlic problems of national debt and 
war finance are discussed after local finance. 

The principles of taxation are most clearly and carefully 
explained, and the arguments on all sides of the problems dis- 
cussed arc so fairly balanced tliat one cannot help wishing that 
Miss Robinson would just once let herself go. However, she does 
appear to lean, thougli very hesitatingly, towards a capital levy. 
The book will be a dillicult one for students who have not already 
some knowledge of the subject, as the matter is extremely con- 
densed, and there is a singular lack of illustration. It slioiild, 
however, be useful in helping to draw' together and bring into 
order the results of w ider reading. 17ie volume would have been 
still more useful if it had included a short bibliography. 

H. Sanderson Fuuniss 


Si j’ilais Minidre des Finance-^, i)ar Jean Labai)Ij5 (Paris : Bernard 
Grasset. 1922. Pp. ix, 274. 8vo.) 

This fantasia upon public finance a 2 )j)car.s as a volume in the 
colloetion Polileia, btbliolhdjHe de pendc cl d'action politique. Tlie 
dmictor, M. Reno Gillouin, contributes a foreword to the Imok, 
which bears on its title-page the device La politique du noiivel 
argent, ife informs us that M. Labadie is not a financier by 
No. 129.— VOL. xxxiir. “ 
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profession, but, what is perhaps better, a philosophical and 
political thinker who understands finance.” 

A brief summary may suffice. M. Labadie would demonetise 
gold and silver and call in bank-notes above fifty francs. The 
holders of these notes would be credited with an equivalent 
amount in a current account at any bank they chose, and all pay- 
ments over a given amount (not specified) would take the compul- 
sory form of a cheque, on the face of which must appear not only 
the amount but the object of the payment, e.g. food, clothing, 
jewellery, etc. Notes of fifty francs and under would be legal 
tender as petty cash for small payments, but would be valid only 
for one year. On the due date they w^oiild be called in and 
replaced by new notes, up to a certain maximum for each holder. 
Any excess above the maximum would bo credited to his current 
account. Small notes may be obtained from tlie bank by draft 
on current account, but subject to a discount varying with the 
frequency and magnitude of such operations. The banking 
account would serve as a basis for taxation upon revenue and upon 
expenditure, having regard to the character of the transactions 
disclosed by the cheques. 

M. Labadie expects from measures of this character to establish 
a purely national money which would be managed by the Minister 
of Finance in the national interests (emissions to be based on an 
index-number), and would eliminate the vagaries of foreign ex- 
change. Expenditure upon objects wdiich are not conducive to 
national economy would be discouraged by sumptuary taxation. 
The taxpayer’s financial position w'ould be fully disclosed by his 
banking account, and taxation could then be apportioned with 
close approximation to justice. The reader may be left to form 
his own conclusions upon the practicability and efficacy of this 
programme. 

The outbreak of intense nationalism fostered by the War and 
its sequels inevitably leads to projects of this nature, against 
which it is hardly necessary to employ the heavy artillery of 
analytical criticism. But the author has a fine literary sense and 
a lively imagination which gives some of his attacks upon existing 
defects of monetary policy the vividness of forked lightning 
stabbing into the dark. The student of finance who is sufficiently 
well acquainted with his subject to read the volume in a critical 
spirit may feel rewarded by the brilliance of these flashes notwith- 
standing the poverty of the constructive policy. 


Henry Hiogs 
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Organised Produce Markets, By J. G. Smith, Assistant Pro- 
fessor of Commerce at the University of Birmingham. 
(Longmans, Green & Co. 1922. Pp. 238. 12^. (Sd,) 

All organised markets, in greater or less degree, are hedged 
about with secrecy. In part, this may be due to the fact that 
those who enjoy tlio monopoly of dealing in a restricted field 
believe it to be in their own interest to make a mystery of their 
craft. But the chief reason is simply that the technical apparatus 
of marketing has become so intricate that scarcely anyone but 
a professional dealer has any opportunity of making himself 
familiar witli it. 

Something has been done already by economists (and a great 
deal more remains to be done) to tear aside this veil of mystery. 
Whatever may bo said for making markets more inaccessible 
than they need be to many of the outsiders who would like to 
deal, there is every reason to welcome any serious attempt to 
expose the machinery of business to the examination of outsiders 
who wish only to understand. 

Professor J. G. Smith has managed to compress into the 
space of about seventy-five pages a detailed descriptive account 
of all the principal produce markets of the world. Wheat and 
cotton naturally claim nine-tenths of his attention, but wool, 
sugar, coffee, tea, and even cheese, butter and fruit come within 
the range of his investigations. There is scarcely more than an 
allusion to rubber. In a series of appendiees we are given typical 
market reports and documents, without, however, any comment 
or elucidation. 

The book being intended primarily for the use of students, 
wo have no right to complain if in these descriptive chapters the 
very heavy dose of information is administered to us a little 
ruthlessly. On the contrary. Professor Smith is to be con- 
gratulated on the painstaking and methodical way in which he 
has collected and co-ordinated a whole mass of technical in- 
formation which is not readily accessible to those who would 
make business a science tand not an art. 

It is as difficult to give a fair summary or appreciation of this 
part of the book as it would be to review a dictionary. But the 
pill is sugared, though in the middle and not on the outside. 
The central chapters are given to a discussion of speculation 
in all its aspects. Professor Smith has a wholesome respect 
for the services rendered by the expert risk taker, and his 
treatment of the subject is comnicndably concrete. But his 
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interpretation of the facts and his jiidgnients upon them are 
clearly based upon observation and not upon practice. A 
treatise on the theory and practice of speculation is badly needed ; 
but it will probably not be written until candidates for a Degree, 
or at any rate for a Professorsliip, of Commerce arc required to 
give proof of their ability to make money in speculative markets. 

11 . Trouton 


Carle.siati Economics : the Bearing of Physical Science upon 
State Stewardship. By Frederick Soddy, M.A., F.Jl.S. 
(Fleetvillo, St. Albans : J. W. Vernon. 1922. Pp. 24, 
8vo. Price 6^7.) 

These two lectures, delivered at Birkbeck College (University 
of London) on November 10th and 17th, 1921, arc published 
by the Students’ Unions of Birkbeck College and the London 
School of Economics. The fond mother who consulted Dean 
Swift about what she should do with a poem composed by her 
child of seven w\as answered, “ Wipe it up and say no more 
about it.’* But the temptation to bury this 2 )amphlet among 
the curiosities of literature must be resisted for two reasons. 
It may carry more weight than it descri es owing to its author’s 
reputation in other fields of thought, while its eiifcct upon young 
students (like those w^ho have deemed it worthy of circulation) 
can hardly fail to bo disheartening and misleading. If there 
be any Unions of Students of Ciicniistry, and if a distinguished 
economist lectures to them upon the folly, futility, sham, and 
make-believe of chemical science as at jiresent understood, 
they will be w^cll advised to consult Professor Soddy whether 
publication of the lectures will jiromote the interests of their 
subject or enhance the reputation of their leeturer. 

Professor Soddy has hard things to say of economists and 
their teaching, their “ crude confusions,” their “ triumphs of 
mental instincts over reason, experience, and common-sense,” 
and their lack of scientific spirit. To borrow a phrase from 
Disraeli, they are silly old people who do not know their owm 
silly old business. Ignorant of the scientitic laws of life, 
economists have not arrived at a true conception of wealth, 
“ whereas I, from the a 2 )plication of the laws of energy to 
the problem of how men live, have arrived at such a conception.” 
The great thing to remember is that the sun is the source of all 
light, heat, energy, and life. “ Switch off the sun and a w^orld 
would result lifeless. . . . This is the starting-point of Cartesian 
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economics/’ The economist may comfort himself that he has 
arrived already at this starting-point, and is aware that if the 
sun were switched off there would be no wealth. As, however, 
poor foolish humanity has happily no power to meddle with the 
sun, this indubitable truth has tJie disconcerting irrelevance 
of Mr. F.’s aunt— “ There’s milestones on the Dover Road.” 
But by some chain of thought of which essential links are missing, 
we are led to conclusions like the following : “ Wealth is revenue 
and it cannot be saved.” Usury [by which is meant interest] 
is immoral. “ The consequence of the capitalist’s abstinence 
is that civilisation has got inextricably into the hands of the 
Jew^s. Compared with this the wildest prolJigacy on the part 
of the original capitalist would have been a relatively minor 
evil.” “ During the AVar the capital of the country [by this 
he means the National Debt] was increased by some £7,000,000,000, 
which brings in £350,000,000 a year permanent interest.” The 
gold discoveries were unnecessary. “ How^ much easier it would 
have been simply to print the money and use the issue to rejiay 
the National Debt. But the opportunity passed and the like 
may not occur again.” “ 'J'here is much making of money by 
exchange, but no making of w'calth or profit— the pluses and 
minuses are equal.” 

This is enough to show whither Cartesian Economics lead us. 
They have not yet reached the point that wealth is tlic means 
to an end in utilities, and that capital, interest, and exchange 
tend to an increase of utility. Jt is unnecessary in the E(’oxomio 
Journal to criticise in detail declamatory paradox such as wc 
have quoted. The author claims that his views have ” gained 
in detiniteness and clearness ” through correspondence w ith a 
neo-Marxian friend. lhiliai)pily these qualities are common 
to Truth and Error alike. It is fatally easy to be short and 
clear and wrong. If this is “ tlie bearing of I’hysical Science 
upon State Stewardship,” may i leaven preserve us and our 
State Stewards from being overborne ! It was some obscure 
impurity in his drug which turned Dr. Jckyll into Mr. Hyde. 
The Professor has not put pure economic teaching into his test 
tube, and it is sad to sec so distinguished a physicist transformed 
into a pitiable purveyor of economic fallacies. We are left 
wondering why such fare has been s]>read before the students 
of the University of London, and wJiy they think the lectui’es 
deserve to be broadcast. They ought to know’ that Cartesian 
Economics is neither Cartesian nor Economu^s. 

Henry Higgs 
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Britain's Decline : her Economic Disorder and its Only Remedy, 
By John W. Lea. (Birmingham : Cornish Brothers, 
39 New Street. I 5 . net.) 

Under this melancholy title, which recalls the jeremiads 
of a bygone age — Britannia Languens and its seventeenth- 
century congeners — Mr. Lea has reprinted four articles contri- 
buted to the Economic Journal, and a number of letters which 
appeared in the Birmingham Post, between the years 1912 and 
1922. The articles from the Journal constitute an interesting 
intensive study of certain “ standard ** investments “ such as 
an investor in 1896 who aimed at security rather than high yield 
would have been likely to buy,” and were worth reproducing 
in a more permanent form. The author has worked out the 
prices and yields of these stocks, mostly home railway invest- 
ments, over a period of years, and has presented the results in 
a series of tables and charts which include, for the purpose of 
contrast, similar foreign and colonial securities. They arc very 
instructive, and the student of these particular investments 
will feel deeply grateful to Mr. I^ca for the immense pains he has 
taken in compiling his data. When, however, wo turn from the 
figures themselves to the inferences wiiich the author draws 
from them, there is less ground for satisfaction. The facts to 
be explained arc a sharp decline beginning in 1896 in the home 
investments, and a less marked falling of! in the foreign and 
colonial. The year in question, it will be remembered, is the 
one in which prices began to manifest an upward tendency, 
and the so-called “ depression of trade ” is supposed to have 
ended. Various interpretations of the phenomena are reviewed 
by the author and rejected, but his own solution has varied. 
In the first three articles, which were written before the war, 
he is inclined to attribute tlic fall in value of the home securities 
to a decline in British industries, notably in the iron trade. 
In the last article, published in 1917, he lays most stress on 
the tendency of the British workman to “ ca* canny,” and quotes 
a statement of Mr. Flux, the Director of the Census of Production, 
that ‘‘ the production per head in the United States was roughly 
double that shown by the census for the United Kingdom.” None 
of these explanations appear to be convincing. No statistics 
or charts of the iron or other trades arc given to support the 
alleged decline of British industries. The iron trade, in particular, 
if we may trust Mr. Macrosty (Economic Journal, Vol. XV. 
p. 342), was very good from 1895 to the middle of 1900, with a 
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slight exception in 1898, due to the engineering dispute of the 
preceding year. There is no evidence that the laziness of the 
British workman suddenly became acute in 1896, and the tendency 
to slack would assuredly not have been confined to home produc- 
tion, but would have extended over production for the foreign 
trade, which Mr. Lea admits was advancing by “leaps and 
bounds.” This is the crux of Mr. Lea’s theories, and he has 
made no real attempt to get over it. The truth is, that all he 
has proved is the decline of certain investments, not the decline 
of Britain or British trade. If the reviewer may be pardoned 
for referring to his own investigations, ibc true explanation of 
the facts would seem to lie in the immense railway and transport 
development of Germany during the period in question, and her 
consequent success in exploiting the commerce of the Continent, 
which made the development of our overseas trade a more 
profitable field than the home market for investment of British 
capital.^ Homo railways would necessarily suffer; shipping 
investments, if Mr. Lea had extended his researches to that 
department, would probably have told a different talc. 

The letters reprinted from the Birminghm Post are of an 
ephemeral character, and Mr. Lea would have been well advised 
to have condensed their substance into a connected form, and 
thus avoided tedious repetitions inseparable from contributions 
to the daily press. With the exception of one letter, which is 
by another writer and printed as an appendix, the main feature 
of the correspondence is its weak grasp of monetary theory. 
Founding himself on a vague definition in the Century Dictionary, 
and on an inaccurate statement of the late Prime Minister, the 
author boldly contends that British currency, as apart from 
bank credits, has not been inflated. On the same page in which 
he makes this rash statement he notes that gold is at a premium 
of 27 per cent, as compared witJi currency notes (p. 39). 
As a matter of fact, currency has increased in a greater pro- 
portion than credit since 1914. Mr. A. H. Gibson notes (British 
Finance, 1914-1920, edited by Professor Kirkaldy, p. 274) that 
commercial bank deposits increased betwxcn June 1914 and 
December 1920 by 1328 millions, or 124 per cent.,while currency 
increased in the same period by 265 millions, or 207 per cent. 

^ Economic Journal, Vul. XXVI. p. 161. This is a fitting opportunity to 
correct an unfortiiuato slip in the article cited, for wliieh the writer is respoiisiblo. 
Tho two last sontcncca on p. 101 ( “ These figures . . . foreign markets” ) are mis- 
placed. They really refer to the detailed investigation which commences on 
p. 163, and not to the prefatory figures in pp. 161 and 102. 
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Mr. Lea’s view that inflation docs not begin till “ demand is 
exceeded ” is a popular misconception, which politicians have 
exploited for propagandist purposes, but to which no serious 
economist would subscribe. 

As for the author’s simple remedy for the present troubles — 
more production — it is perhaps sufilcient to say, in the words 
of Dr. Macnamara in the House of Commons, “ It’s no use 
making goods unless you can sell them.” The superior production 
of the United States lias not saved that country from the evils 
of unemployment. The problem is laigely financial and inter- 
national in character, and not a mere question of the laziness 
or the reverse of the workman. Mr. Flux’s statement, which 
the author quotes so frequently, does not, I take it, ])car the 
construction which he puts upon it. The superior production 
of the United States is due partly to natural conditions, and 
partly to the more extended use of labour-saving machinery. 
No doubt Trade Union regulations which tend to restrict pro- 
duction, and the mistaken notion of the Britisli workman that 
he benefits his follows by slacking, are factors that need to bo 
strenuously combated. But their influence may easily be 
exaggerated, and it can hardly be of paramount importance, 
or our foreign trade would not have had so successful a history 
in the recent past. 

H. H. O’Farkell 


Evrope ajter the World War : a Finai/cial atid Economic. Surrey. 

(Volume First.) By W. K. Lawsov. (London: The 

Financial News, 1921. Pp. xi F -’i'fi- Price 7s. Od. net.) 

Tnis book hardly bears out the jiromise of its title; for, 
frankly, it is a work of “ polemical ” rather than “ jiolitical ” 
economy. And this is a pity, for a well-reasoned survey of 
the post-war financial and economic situation in Britain and 
Kurope would be most valuable. Tlie author has evidently 
strong opinions and dislikes, and is not afraid to voice either. 
The book has four parts, the first dealing with Armageddon, 
and the others with its Industrial, Financial and Commercial 
Elfccts respectively. The author has collected a good deal of 
information, and puts forward some interesting views; and 
tliere arc some interesting, if not always elTective, comparisons 
with past wars. As a controversial w'ork it may not be able 
to come successfully through the acid test of debate. For 
instance, to say (p. 70) that “ disputes (during the w'ar) were 
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more frequent than ever,” if by disputes is meant strikes, 
will scarcely hold water; and the time lost by strikes during 
the four war years was far less than in the four pre-war years, 
and indeed less than in the one year 1912 alone. Again, 
comparisons with past wars arc apt to bo vitiated by failure 
to allow for necessary differences in the conditions and scale 
of the conflicts. Or, again, it is by no means impossible that 
the “ military muddles ” of the Crimea were in part due to a 
too cheese-paring attitude on the part of thc“ brilliantly shining ” 
financial control. A practised controversialist would no doubt 
multiply these instances. 

N. Dearle 


Prices axd Wages : an Investigation oj the Dynarnic Forces in 

Social Economics. By Percy Wallis and Albert Wallis. 

(London; P. S. King & Son, 1921. Pp. xii + 449.) 

The authors base their general tlieoreins on the idea that 
social evils arc the results not of “ evil-doers or tyrants,” but 
of “ want of understanding.” This is in a sense a universalisation 
of the idea of economic friction, and this want of understanding 
or information probably plays a more important part than is 
generally su])posod. The authors argue that the trained 
economist sulTers from lack of data, and that the business man 
cannot give the time to the study, but is “admittedly drifting 
. . . and astutely avoiding shoals and shipwreck ... by 
ceaseless w^itchfulness,” Tliey therefore attempt to found 
a “ theory of economies upon numerieal data from business 
statistics.” 

Tile result is the development of a labour theory of value, 
or rather price. “ Prices,” they say in the preface, “ arc really 
a natural quantity of commodities depiuident upon the amount 
of labour necessary to obtain tliem,” and tliey work this idea out 
to tJie conclusion that prices “are always brought baek to the 
natural standard of value as determined by the labour price of 
gold, and in normal timcvS prices never depart far from that 
basis.” The work contains a large amount of numerical and 
statistical data, illustrated by tales and diagrams. It considers 
the National Income and its Division, and such fundamental 
subjects as Cajiital, Price (with special chapters on prices of 
crops and prices in the U.S.A.), Gold and Wages. A further 
chapter deals with Profit and Unemployment, and in this 
connection the concluding paragraph of the book (p. 449) argues 
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that “ the price being unalterable, profit properly so called ** 
can only be obtained if there is a percentage of unemployed 
labour to cut down the labourer’s share of production. This 
they describe as “ the essential defect of our present industrial 
system.” Treatment of Rent and Interest and Trade Fluctu- 
ations precedes a review of the general conclusions to be drawn 
from the data. 

N. 13. Dearle 

A Short History of British Agriculture, By John Orr. London : 

Humphrey Milford, Oxford University Press, 1022. Pp. 96. 

Price 2s. Gd. net. 

A History of Land Tenure in England, By J. Ghosh. Calcutta : 

Kar, Majumder & Co., 1922. Pp. 280 + 2. 

To survey the history of British agriculture from the earliest 
times to the present day, and to do it in ninety-six pages, is a 
difiicult task, and one which no author could hope to accomplish 
without exposing himself to the charge of inadequate treatment 
in regard to some part at least of his work. On the whole Mr. 
Orr has succeeded in regard to the period after 1700, and some 
sections of this latter part of the book arc quite excellent, but 
the first fifty pages will be a disappointment to tliosc wlio know 
the quality of the autlior’s other writings on agricultural matters. 
More especially in the first part of the book, but occasionally 
also in the account of the eighteenth and nineteenth centuries, 
Mr. Orr’s solution of the difficult problem of knowing what to 
include and what to exclude, fit least as regards the background 
of political history, is not always very happy. Some vague and 
doubtful facts, too, appear as precise certainties — for example, 
we are told that “ between 1455 and 1607 the area of land 
enclosed amounted to 516,673 acres,” without a word to indicate 
that this figure is only Dr. Gay’s very hypothetical estimate; 
and Mr. Orr’s statements that “ the average yield of wheat in 
1770 was 23 bushels per acre,” that “ in 1880 it was 28 bushels,” 
and that “ it is now about 30,” are unaccompanied by any 
explanation of the fact that the first of these figures must be 
a rough estimate, while the two others are based on the official 
agricultural statistics. In general one wishes Mr. Orr had been 
a little more geographical — di (Terences between one part of the 
country and another might have been noted with advantage. 
For the rest, the book is enriched by a number of interesting 
quotations from writers of various periods — some of them by 
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no means well known — and the illustrations, of which there are 
twenty-eight, are quite first-rate. 

Dr. Ghosh is Principal of Anandamohan College, Mymensingh, 
and his book is part of the thesis which he submitted for the 
doctorate (he does not say at what university) in 1910. It 
reveals the author as a sensible man who can arrange his matter 
simply and clearly, and, for a book written by one to whom English 
is not his native tongue, it is remarkably well written. But 
unfortunately Dr. Ghosh’s merits as a writer arc spoilt by 
defective scholarship. Though he can quote a great variety of 
original authorities — for example, Beowulf, Saxon charters, 
Walter of Henley, Chaucer, Langland, Sir Thomas More, Tudor 
statutes, Tusser, Arthur Young, and Sir Rider Haggard— and 
though he knows such out-of-the-way facts as the purpose and 
failure of Dolben’s Act, his blunders arc serious. He thinks, 
for instance, that “the feudal lords were bound in the days of 
the Conqueror to place on the field if required a well-armed 
and equipped force of 60,000 men” (p. 98), and that “ the extent 
of land constituting a knight’s fee was twelve plough lands, 
equal, according to some authorities, to 800, and according to 
others, to 080 acres ” (p. 87). Apart from actual blunders, 
probable, and sometimes also doubtful, things arc stated as 
certainties. ‘‘ Not a single cargo of corn,” says Dr. Ghosh, ” was 
exported from England in the six hundred jTars that intervened 
bet\veen the departure of the Romans and the establishment 
of Norman rule ” (p. 07). If we really knew as much history 
as that, how happy w'e should be ! Dr. (Jhosh apologises for the 
fact that he has not been able to bring his book up to date since 
it was wTitten in 1010. But even in 1910 it was hardly up to 
date to quote Hallani as an authority on the status of the Domes- 
day sokemen. And his remarks about folkland reveal ignorance 
of the fact that Sir Paul Mnogradoff liad ” deprived the English 
nation of its land ” in 1893. 

Reginald Lennard 


Studies in European Co-operation, by C. F. Strickland (pp. 166). 
The Co-operative Movement in France and Italy, by Otto 
Rothfield (pp. 87). Co-operation in Germany and Italy, 
by M. L. Darling (pp. 191). (London : P. S. King & Son.) 

These publications are in substance reports on visits by 
representatives of the Indian Government to Europe for the 
study of co-operation. Mr. Strickland’s inquiries covered 
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Holland, Belgium, Italy and England. Mr. Rothfield confines 
himself to France and Italy, whilst Mr. Darling deals mainly 
with Germany and Italy, touching briefly on Ireland. 

One cannot help being impressed by the great variety of 
forms in which the co-operative idea finds expression in different 
countries, and it is interesting to note that in each country 
co-operation seems to be particularly successful in some special 
direction. In England consumers’ stores overshadow all other 
forms. In Holland co-operative agriculture and dairying 
predominate. In Italy “ Societies of Production and Labour ” 
make greater headway than in the other countries under review. 
Co-operative banking has readied big proportions in Germany, 
wdiilst ‘‘ Producers’ Societies ” would appear to find a more 
congenial soil in France than elsewhere. Increased facilities 
for intercourse betw'een co-operators of all countries tend, 
however, to stimulate the spread of ideas which have proved 
successful in any country. In all the countries dealt with in 
these reports wt find the “ Rochdale ” Consumers’ Society, 
and, except in England, co-operative banking has taken root. 
The Producers’ Society, which is peculiarly French, finds imitators 
in all countries. Co-operative agriculture and dairying is 
becoming general, for oven in England it has made some progress. 
The trarisidantation of ideas involves as a rule considerable 
modifications in tlie practical application. Probably no move- 
ment discloses to tlic same extent the great variety in character- 
istics and conditions of the w'orking populations of different 
countries. WJiy, for instance, have Co-operative Labour 
Associations, covering the smallest co-partner w^orkshop to 
a metallurgical industry owming dockyards and arsenals, or a 
mining syndicate enjoying a national monopoly, and the gang 
of navvies who undertake enterjuiscs of increasing skill and 
grandeur,” taken such a hold in Italy and made such little 
lieadway elsewhere? Why liave Agricultural Co-operation 
Banks achieved such dimensions in Germany, Italy and elsc- 
wdierc on the Continent and absolutely failed to take root in 
England ? Whilst these reports do not pretend to give definite 
answers to such questions, they certainly provide valuable 
material for the^ studemt to w'ork ujjon. The reports are so 
crowded with facts covering such a great variety of co-operative 
activities that it is impossible in a brief review to pretend to do 
justice to w^hat has been collected. The ground covered includes 
Village Banks, Urban Banks and the relation of these to Central 
and State Banks, Supply and Sale Societies, Mutual Insurance 
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Societies, Electricity Societies, Co-operative Labour Societies, 
Agricultural Societies, Co-oi)crative Housing and Building 
Societies, and others. 

A feature often found in continental co-operation is the 
division of societies not only according to their commercial 
or economic functions, but also according to the religious or 
political views of the members. There are Catholic and Pro- 
testant, Socialist and non-Sooialist Societies, and so on. We 
have up to now escaped this division in Great Britain, but the 
action of the Co-operative Consumers* Movement in identifying 
itself closely with the Socialist and Labour Party in this country 
may possibly create the same division here in the near future. 

As to the effect of these i)olitical and religious influences, 
Mr. Strickland tells us that “ the enthusiasm or fanaticism lent 
by these resolves are outweighed by the disunion and idle 
competition which they introduce. A society embracing all 
communities has sometimes the hardest struggle, but wins the 
most striking victory.** 

The relation of the movement to Governments varies in 
different countries. In Italy, for example, “ millions of lire 
have been poured out ** to promote its progress. In Germany 
progress owes nothing (except to a small extent in Housing 
Societies) either to political rivalry or to public grant.** Signor 
Luzzatti, the founder of the movement in Italy, considers the “ in- 
discriminate distribution of subsidies to be highly demoralising.** 
The absence of Government sub.sidies in Germany has evidently 
not retarded development, for we learn that in the two years 
following the w'ar 10,000 Co-o})erative Societies were opened. 
Mr. Darling expresses the view^ that Germany is “ a splendid 
example of self-help, as Italy is a warning of the danger of State 
aid.** On the other hand, Mr. Rothlield tells us that in regard 
to France, “ the great results achieved by co-operation were 
achieved only because of State aid and with the help of State 
ofiieials.** 

The “ total number of Societies at present in Germany 
(June 1021) must be at least 47,000. Membership is diflicult 
to calculate,** but it may be put at about seven million families, 
embracing between twenty-five and thirty million souls, or 
half the present population of Germany.” 

The chief object of these reports is to stimulate developments 
on right lines in India, and we are told that there is “ no reason 
whatever why the Punjab money-lender should not in a few 
years be a fragrant memory no longer visible in the flesh.’* 
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Whilst they do not in some respects take the place of Mr. 
Wolff’s well-known and much-appreciated work on the subject, 
these reports certainly provide good material for the study of 
the more recent co-operative developments in Europe, and their 
production is a real service to those interested. 

Henry Vivian 


The Prevention and Relief of Distress : A Hand-book of Informa- 
tion respecting the Statutory and Voluntary Means avail- 
able for the Relief of Distress and the Improvement of Social 
Conditions. (King & Son and Charity Organisation Society. 
26*. Cd.) 

The Charity Organisation Society stood originally for two 
new and unpopular truths — the superiority of co-operation over 
isolation in charitable work, and the superiority of knowledge 
over ignorance. These doctrines are now so generally accepted 
in theory, however far short of them we may often fall in practice, 
that they often appear to us truisms, and there is some danger 
that the debt we owe to the Charity Organisation Society for their 
discovery and propagation may bo forgotten. 

Both in popular conception, and in some of its own utter- 
ances, however, the Cliarity Organisation Society tends to be 
closely associated with another tenet on which modern opinion is 
much less unanimous, namely, that everyone is primarily re- 
sponsible for his own fate except in so far as he shares that 
responsibility with his relations, that is, individualism modified 
by a high doctrine of the family. This, how^ever, was not the 
Society's discovery or invention, but was the general opinion 
among “ enlightened ” people at the time it arose. There is 
much to be said for this point of view% but if the Charity Organ- 
isation Society, under that or any other name, is to have the great 
future it might have as a corporate endeavour to relieve suffering 
and prevent the demoralisation often resulting from ill-considered 
and spasmodic benevolence, it must cease to identify itself with 
any one-sided social doctrine and enlist the aid of socialists and 
individualists alike and representatives of all intermediate shades 
of thought. 

The little book recently brought out by the Charity Organ- 
isation Society, The Prevention and Relief of Distress, is, there- 
fore, interesting, not only for the very valuable information it 
contains for the guidance of social workers, but still more in 
that it is Sir Charles Loch’s introduction to the Annual Charities 
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Register and Digest, first issued in 1891, ‘‘ brought up to date,” 
and therefore should indicate any changes in the general attitude 
of the Society which have taken place in the last thirty-one years. 
On the whole it is disappointing to have to record that these 
changes are small. There are many modifications in the phrase- 
ology used which make it more acceptable to-day, and doubtless 
show a softened attitude, but there is practically no bold depar- 
ture from a one-sided position, or even acknowledgment that it 
is not shared by all thoughtful and experienced workers. Some- 
times the changed wording is not an un mixed advantage; the 
present title, “ The Prevention and Relief of Distress,” is cer- 
tainly at first sight preferable to the original “ How to Relievo 
Cases of Distress,” but it makes omission of any treatment of 
such subjects as housing, education, or conditions of employ- 
ment, all the more marked. A book of this kind, which is really 
confined to the information required by the social physician in his 
treatment of individual cases, is most valuable, but its com- 
pilers should be careful not to imply that there are not important 
causes of distress too general to be dealt with by these means. 
Unfortunately a section of IIow to Relieve Cases of Distress,” 
limiting the scope of the work and acknowledging the importance 
of the field outside, is omitted from the present booklet. 

The cliief defect of the individual work of the Charity Organ- 
isation Society is probably lack of enterprise in dealing with 
problems difficult or impossible of complete solution. The admir- 
able ideal of forming a plan in every case brings with it the 
temptation to turn away from those eases where no plan can 
readily be formed. This must be the explanation of the dis- 
proportionately small space given to distress due to unemploy- 
ment, and the entire disregard of the effects of the present 
depression of trade in the chapter headed “ Distress arising out 
of the War.” It is rightly assumed that long and widespread 
distress makes statutory provision indispensable, but wrongly 
implied that voluntary benevolence has in such case little to do 
but step aside. In like manner, while acknowledging the need 
for close co-operation between Poor Law Authorities and bodies 
administering voluntary aid, it implies that those in distress can 
be separated into those who are and those who are not ” above 
Poor Law level,” the former being the sole concern of charity. 
The statement that ” Merit has nothing to do with the claim to 
Poor Law relief ” is most misleading; it is true that the vicious 
have the right to be kept alive in the workliouse, but merit has 
a very great deal to do with outdoor relief, and the problems before 
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a Board of Guardians arc much more similar to those before a 
diarity Organisation Society than this book would suggest. 
The voluntary body should have more elasticity and more time 
for detail, and is tiieroforo most required in abnormal cases, 
whether good or bad, but there is no ultimate reason why its 
efforts should not be exercised on behalf of many families whose 
need is so prolonged that most of the material help has to come 
from the Poor Law. 

It is hard to be critical without appearing liostilo, but it is 
just because of the great achievements and far-reaching possi- 
bilities of the Charity Organisation Society that its deliverance 
from unnecessary limitations is important. We are encouraged 
to expect periodic revision of the handbook ; we may hope that 
this will mirror a more rapidly devolot)ing policy. In the mean- 
time all social workers sliould possess this book, though, as is 
made clear, the facts as given relate to London, and readers in 
the English provinces, and still more in Scotland, will liave to 
make their own alterations. 

Anne Ashley 

Social Administration, Including the Poor Laws. By John 
J. Clarke, M.A., F.S.S. (Sir Isaac Pitman &; Sons, Ltd.) 

It seems ungenerous not to be enthusiastic about this little 
book, which supplies under one cover a mass of important infor- 
mation, much of it not pnniously available in any compact 
form. The comment and discussion witli which the information 
is interspersed, however, though characterised often by common 
sense, seldom seems to imjdy original or profound reasoning, and 
the language in which it is expressed is sometimes so far from 
clear or exact that it is Jiard to ascribe tliesc qualities to the 
thought behind it. Even the informaticjii itself sometimes 
suffers from being msuflicicntly digested, though it is so much 
more valuable than its setting that one is inclined to wish it 
were presented in the form of an cncycloptedia. The index is too 
exhaustive to be convenient ; the jHactice of 2)utting after each 
subject a list of all the pages where its name is so much as men- 
tioned (and some, for there are apparently misprints, where it is 
not mentioned) is not conducive to rapidity of reference. 

The first two appendices arc particularly interesting : tlio 
one sets out in parallel columns the chief dates in the liistory of 
the Poor Law in England and Scotland respectively; and the 
other shows the main recommendations of the Royal Commission 
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on the Poor Law of 1909 — first those that were unanimous, and 
then those of the majority and the minority respectively — with 
against each the extent to which, if at all, it has been carried out. 
The third appendix is curious : why, in showing “ opportunities 
for social service,” should it be “ presumed that there is no 
desire to seek the suffrages of the electors ” ? The great local 
governing bodies are among the most important fields of social 
service, and we ought to be able to assume that among public- 
spirited men and women there is a widespread desire and ambition 
to enter these fields, for which it is normally necessary “ to seek 
the suffrages of the electors.” 

Anne Asulf.y 


Die IlanjilHlrdmuitgen dcr Soziallslischan (iedfinkenivelt. By 
Dr. Bj5la Foedes. (Berlin : Otto Eisner Verlagsgesell- 
scliaft. 1923. Pp. viii + 414). 

The task undertakiui in this work by Professor Bela Fdldes 
is to trace the many “ streams of tendency ” represented by 
Socialistic theorists in various countries, rather than to discuss 
concrete Socialistic systems. It is a work of wide and deep 
research, marked by clear and vivid ox 2 X)siti()n and conscientious 
analysis, as well as laudable objectivity. For the most j)art, 
howe^'e^, it is a summary of an earlier study, and it is unfortunate 
that the author has not taken the opportunity of giving us some 
adcapiatc review of the developments of Socialistic thought and 
experiment during, and still more since, the flreat War. Except 
for a somewhat cursory discussion of Bolshevism, the inclusion 
of which in his review may be open to criticism. Dr. Fdldcs 
practically stop.s at 1910, almost ignoring the tremendous testing 
time to which Socialistic theories, programmes, and organisations 
Jiavc been expo.sed during the later years. Nor can his forecast 
in the coneluding chapter be accepted as an adeipiate statement 
of the momentous transition through which society and social 
theories arc to-day pa.ssing. We are told how Socialism has 
dropped some dogmas and modified (dluTs ; we an* n'lninded that 
the present needs of the world are])eaee ami increased ])roductivity, 
if our present civilisation is to be saved, and that the future holds 
new tasks which mankind will neglect at its peril ; but truisms like 
these do not carry us far, and one looks in vain for the careful 
and soareliing examination of the attitude of Socialism to the 
problems presented by a disorganised and demoralised world 
which would have given to this work real practical value. 
No. 129.— von. xxxiir. i 
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This is not to say that Dr. Foldes* book is superfluous. As a 
piece of historical and theoretical exposition it is deserving of very 
high praise, for its author shows a rare mastery of sources and 
detail, and while many other works have covered the same ground, 
it is questionable whether any has done it more thoroughly. The 
bibliography given at the close is ample though not exhaustive. 

W. H. Dawson 



NOTES AND MEMORANDA 

Notes on the Matiiematicai. Theory of Production 

The following pages have close relation to Mr, W. E. 
Johnson’s investigations on The Pure Theory of Utility Curves, 
published in No. 92 of the Economic Journal [December 1913], 
and their object is to simplify as much as seems possible the 
mathematical side of this article. Professor F. Y. Edgeworth 
is of course in the right when he says : “ This (Mr. Johnson’s) 
work appears to us to be in respect of mathematical technique 
a unique contribution to the subject ” (Economic Journal, 
No. 97, p. 49). But Professor F. Y. Edgeworth is not less in 
the right when (Z.c. p. 41) he characterises Mr. Johnson’s writing 
as “ exceedingly concise.” This conciseness goes so far, that 
some of the mathematical propositions are not proved; so, for 
instance, on p. 609 we read : ” The discriminant so obtained 
can bo shown to be . . .” ; on p. 510 : ” The following relations 
can bo proved. ...” But the demonstrations are not given, 
and, in consequence, considerable pure mathematical work is 
left to the reader. In spite of the maxim, ” II no s’agit pas de 
faire lire, raais de fairo penser,” we think that mathematical 
problems should not be given to economists to solve, and that 
mathematical economics should be treated as simply as possible, 
with all results worked out in detail. The reason why Mr. 
Johnson omits some of the proofs is obvious : they would be 
too long and tiresome to follow, and occupy too much space in 
an ” economic ” article. Now, we will try to show that the 
subject can bo treated in a more simple, hut at the same time more 
general way, that does not require too complicated mathematics. 

We will follow Mr. Johnson’s notations as closely as possible. 
According to these notations, p is the product; a, 6, c, e, . . . 
the n factors; a, fi, y, e, . . . their respective prices; p— the 
cost of production ; f{a, b, c,e,.. .), the production function. 

Consequently we have : 

p =f(a, 6, c, c, . . .) (U 

inz=za.a + b.p + c.y + e.e+ (2) 

Now we shall introduce n — 1 (one less than the number of 
factors) independent variables, or parameters (or perhaps ” general- 
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ised co-ordinates”), u, v, w, . . . and take in lieu of equation (1) 
the following system : 


• • •; i>) \ 
=^fbUfy ^ • • •; 

r - /,(». c, ?r, . . . : ;;) [ 


. ( 1 ') 


The functions /*, /«, /^, being so chosen that tlie equation 
resulting from the elimination of ?/, tc, from the equations (!') 
should be identical to equation (1). 

We may notice that the system (!') leads to a clear con- 
ception of “ coefficients of production ” as adopted by Professor 
Pareto ; tliesc coefficients being : 


,, _ .'Va 7, _ ^Vb 

^ dp dp' ^ dp dp' 


( 3 ) 


And this conception seems to be as natural in the case of what 
is called “ variability of coefficients of i)roduction,” as in the 
case of the constant coefficients of Walras (this point being 
mentioned by Professor F. Y, Edgeworth, /.c. p. 56). 

Tlic problem to solve is : minimising the cost of production 
(/() for a given amount (p) of product. 

From (2) we see that p is a linear function of n, e . . . : 
but the problem will not be more difficult if wc adopt for represent- 
ing the cost of production any function of a,h,c,e , . . , and the 
prices a, ft, y, c, ^ . and consequently write in lieu of (2) the 

more general equation : 

p =~^ ffx{^i 5, c, e, . . . , G, /I, /r, . . .) . . . (2 ) 

After substituting a, h, c, e , , . , from (!') in (2') /« becomes 
a function of the n — \ independent variables w, v, tv ,,, , the 
minimum conditions for which arc : 


and 

or 


dp 

du 


dp 

dv 


0. "z: = 0, 


dp 

dw 


0 , 


d^p > 0 , 

Pl du^ + 2 p-- dudv + 2 P'/- diidw i ■ . 
du^ dudv diidw 

h pi dv^ + 2 -*^- dvdw j- . . . 
Of* dodw 


dfi 


div^ 


• (^) 




>0j 
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Adopting tho usual notations 

6^ 6'-fi 

6Jt^ dubo • • • 

we can write the following inequalities, that arc known to bo 
equivalent to condition (5), viz. : 


/'uu > 0. 


l^uu l^uv 


I l^UM f^UV !^VW 

^ j /^UV !^IV l^vw 

; l^uv /^I'M l^xew 


> 0, . . . (C) 


Equations (4) determine w, ?>, u’, . . . as functions of p, a, 
/9, y, e, . . on substituting them in (T) and (2') we obtain 
the complete solution of the minimum problem proposed. 

Now let us, starting from this minitnum state, vary the given 
amount of product p by t/p, and some (not necessarily all) of 
the found quantities ?/, v, w, ... by du, di\ dw, . . . and let us 
SCO how much the cost of production (//) will consequently vary. 

As /I is a function of r, ?r, . . . involving explicitly p, 
wo have : 


dft 


dll , , dll , , dll j 

‘ dn + ' dv -}- ' dw 
du dv dw 



Taking account of (4) wc find : 


d/i 


dll 

dp 


• (ipy 


or, with Mr. Johnson’s notation : 


dll _ dll 
dp dp 


• (7) 


The constant 


1 dp 


^ -- is well described by liim [.Mr. JoJin- 

soii] as tho marginal efiiciency of money,” says Professor Edge- 
worth (ic. p. 52). Should wc adopt the linear form (2) of the 
cost of production function, wc would have from (7) : 


da . db a . dc . de 

+ dy' ip‘ 


or, using tho “ coefilcients of production ” (3) : 


k = a^a f hjfi -f* CjT/ + e^e d- . • . 

The variations duydi\dii\ . . .,dp were until now arbitrary 
and independent of one another. Let us noNV assume that in 
tho new state (u -j- du, v + P “1' 
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minimum conditions (4) for tho quantities u,v,w, . . , that are 
subject to variation, are still satisfied, and let us investigate the 
dk 

rate of variation ^ of the quantity k (this being tho most im- 
portant novelty contained in Part IV of Mr. Johnson’s writing). 

k being a function of w, v, w, . . , involving p explicitly, we 
have : 

+ + (8) 

Conditions (4) holding good (for the quantities u, v, w, . . . that 
are supposed to vary alone) we have : 

Dljp h . . . = o] 


^ dudv'^'' ' du6w^" ” 

+ I- 4 , i ■ ■ =” 


For the sake of brevity, let us write : 


dpi dpdu ~ dpdv 


t , du , dv 
= Tp 


, dw 

If 




The index i showing that it is but the first i of the w — 1 
quantities u,v,w, , , . tliat are supposed to vary. If, “ pour 
fixer les idees,” we take for a moment i = 3, so tliat it is only 
u, Vy w that vary, equations (7)-(10) will readily give us : 

h' ^ fhv + /'Pu • f + /V • ^ 3 ' 1- • w’ 3 ' \ 

0 -= //p« + /\u • ^^ 3 ' 1 /*uv • ^ /\u, • W 3 ' I , ^ (11) 

0 -= flpv + /'«. • f • ^’3' + /^« • ^^’3' [ 

0 — llpyjf /^uv ' ^^3 f^rto • ^’3 f^vvt * ^’3 j 

Tiiese equations give easily the following values for and w ^' : 


ffpp ffpu l^pv thv> 

l^pu l^UU f^uv f^WJB 
H'PV I^UV f^VV hv\B 
l^pvo f^uw l^viB f^mo 


/^UU /^UP l^uw 
f^uv /^vv f^vv 
/^uv I^wv 



f^vu l^uv 


f^UU l^UP l^pu 

W3 

l^UV /U'V /^fW 

= — 

f<UP ffw Mpv 


f^uto f^vw t^vva 


l*uw 


. . ( 13 ) 
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Should only two of the quantities u,v,w, . . . vary, say u and v, 
then we would have just as before instead of (11) : 

^2 . V2 ] 

0 == //ptt + . ^2 I .... (IT) 

0 = //jw + fluv . + fiw . J 

Subtracting (11) from (IT) we find : 


^2 ~ ~ f^pu{U2 — U^) + //j)ti(V2^ "" '^'z) ~~ /'/'W • 

0 = fiuu(U 2 ~ U2) + fiuv{V 2 — V2) — //tttfl . W’3' 

0 = fluv(U2 — Uq) + f(w(V2 — V2) — /.Ivv . W’3' 

whence : 

Equations (13) and (14) give by multiplication : 

(^V ^3 ) 


y/iiu fiuv 


flpu fipv Ppia 

/iuv ftw 

= 

Puu Pu9 fluw 



Puv fiw Pw 


Puu Pm 

Pm Pw 

. 

Puu Pm puu 

Pm Pw Pvu 

= 

/Ipu Ppv Ppu 
Puu puv Puu 


Puu Pvu Puu 


Pm pw Pvu 


From (15) and (6) we conclude that 

*2' > h' 


and generally 




(14) 


(15) 


(16) 


This is one of Mr. Johnson’s theorems, but generalised, as it is 
not some of the factors a, 5, c, . . . that are supposed to vary 
(as assumed by Mr. Johnson), but some of the parameters, 
w, V, i£?, . . . from which the factors depend, according to (!'). 

If we assume 


6 = w, c = V, c = w;, . . . ] ^ 

a = fa{b, c, c, • . . , p) ) 

this being a special case of our general system (1'), we obtain 
Mr. Johnson’s special theorem, enunciated by him as follows: 
“ the above (16) inequations are equivalent to the economic 
statement that ‘ any increase of money tends less and less to 
diminish its marginal efficiency as the variety of factors upon 
which it is expended increases’” — (/.c. p. 510). “Another 
elementary account can be given of the significance of the 
various A’ values ** — so begins § 27 of Mr. Johnson’s writing. 
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111 our exposition this “ account (again generalised) is 
presented as follows : 

Let i Vi , Wt , . . .) 

stand for the (piadric : 

“ “}■ 2uui''i(i l\ “]• UH 

■f" " "4“ *^/frtcVi Wi *} ... 

“I* /Itetey'i ^ 4“ • • • 

Inequalities (0) arc then the well-known condition for (fi> 0. 
Using the last three equations (11) we have : 

itpuU^ -|- /fpi'V^ -f' -j- , a'jj ) - - 0, 

and again, using the first equation : 

^*3 “ /^pp 9 3 (^^3 > ^3 > ^^ 3 ) > 

and, of course, generally : 

I'i Upp — v%\ ?rf, . .) 

Should all the ?i — 1 quantities u, v, w, . . . vary, we w<utld 
have : 

Jill- 1 ■“ /*pp — <fn-i(^fn-i j , ll'n-i . . .) *, 

hence : 

I'i — l'n-\ ^ , Wn-i , . . •) 

5 Vi , V'i . (1»^) 


Now it is readily seen from the last three equations (11) that wc 
have generally : 


— /Ipu - /fuuVi 4 ffiiif'i /(ntrVU . . 


j <Vy , ((/(', ?/•<', . . .) 


~ j! tiu'if n — I /hn-Pii- 1 j /l^itrV'n-i ’j' . . . 

I > - j , . 


i' 


. .) 


, etc., 


hence ; 


d(fn-i{n„-i,Vn-i,v:„-j', . . Vi,u'i , . . .) 

^Un — i (^tli 

d(pn-\{lfn~i , , W'n-j ,•••)_ , V% , Wi , . , 


Now, according to well-known properties of qnadrics, and 
using erpiations (19), we can write consecutively : 
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(pn-^l{nn--i—Ut\Vn^l—Vi\Wn-i — Wi\ . . .) = 

9’n-i(Wn-i, Wn- 1 f . . .) 

+ (pi{Ui\ Viy Wi, . . .) — W/ ^’"-l ; ^ 

. . .) 

^ -- V • 

-= r„_/, Wn.iy . . .) -1- ffi(ni\ Vi\ Wi\ . . .) - 

, d(pi(iii\ r/, ?r,', . . .) 

, drfi(ui\ Vi\ w^\ . . .) 

~ V / 


" • • •) r • • •) 

/•/, ?/•/, . . .) 

-- <?"’»- . . .) — Vi\ ?(•/, . . .). 

Comparing this with (18) wc find : 

W— kn^i = (fn.iiUn^i— 1//, P«_i'— v/y Wn-i'— Wi'y . . .). 

This is a generalisation of the result stated in § 28 of Mr. Jolin- 
son’s article, and again we obtain Mr. Johnson’s special theorem 
if we assume (17), 

A. W. ZOTOFF 


Official Papers 

The Registrar’GenernVs Staii.siical Review of Englaml and Wales 
for the Year 1921. (New Annual Series, No. 1.). Tables. 
Part I. Medical. (IS^*. 6d. net.) 

This is the first instalment of a series wliich will hencefor- 
ward take the place of the Kegistrar-Gencrars Annual Review. 
In the new arrangement the tables will ])e divided as (1) Medical 
Statistics, (2) Civil Statistics. A third section, consisting of 
“ Text,” will no doubt ajipeal more to the economist than the 
statistics of diseases and deaths. IMeantime it may be noticed 
that the death-rate for 1921, whether “ crude,” or “ standard- 
ised,” with respect to differences of age and sex at the compared 
periods, is the lowest on record. 

Sidty-seventh Annual Report of the Registrar-General for Scotland. 
1921. (105. lOid. net.) 

The death-rate, 13*501 per 1000 of population, in 1921 was 
the lowest on record. The mortality of infants under one year 
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per 1000 births, viz. 90*3, was also a record. The deaths of 
twelve centenarians were registered; correctly in at least four 
cases, for which satisfactory evidence w^as forthcoming. Similar 
verification of ages above 100 has been obtained during the last 
twelve years. The marriage-rate (per thousand) in 1921, 8*04, 
was lower than those of 1920 and 1919, but higher than all the 
marriage-rates from 1855 to 1918. The birth-rate w^as not 
equally near formiiig a record. The ratio of males to females 
born, 104-9 : 100, is not remarkable. 

Reports of the Industrial Fatique Research Board. No. 19. Two 
Contributions to the Study of Accident Causation. 1922. 
(l5. l\d. net.) 

Thk influence of temperature and other conditions on the 
frequency of industrial accidents has been investigated by Ethel 
Osborne, and H. M. Vernon, M.D. ; the relation of fatigue 

and accuracy to speed and duration of work, by B. Muscio. 
The Board prefix a luminous summary of these and previous 
investigations. Besides the main factors of speed, fatigue, and 
psychical conditions (different, e. g., by day and late at night), 
account may have to be taken of personal susceptibility to 
accidents, of inexperience correlated with youth, of indulgence 
in alcoholic beverages, of imperfect lighting, and too high or too 
low temperature. The value of the Preface is enhanced by 
many useful references. 


Report on the Commercial y Industrial and Economic Situation of 
China in July 1922. (l^*. 10|d. net.) 

Floods, famine, and civil w^ar made 1921 a bad year for 
China. Her only tw^o sources of revenue are Maritime Customs 
and JSalt Gabclle, both under foreign control. The depreciation 
of the copper currency is scandalous. However, modern in- 
dustries are coming in ; there is a good show of new under- 
takings. Work-people are being better treated; and their 
strikes are not yet serious. The revised tariff on imports, amount- 
ing to I2.J per cent., will be welcome, if it is attended with the 
abolition of the internal tax, “ Likin.” The protective tariff 
is not an unraixed advantage to the English trader, who is also 
threatened by the revival of German trade. 

[Wo aro asked to mention that copies of tlio above Reports may bo obtained 
at the prices quoted, post free, from H.M. Stationery Oilice, Imperial House, 
Kings way, W.C. 2.J 
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OBITUARY 
Sir Charles Loch 

Charles Stewart Locji was barely twenty-six when ho 
was appointed Secretary of the Society for the Organisation of 
Charitable Relief and the Repression of Mendicity in 1875. 
£lducated at Glenalmond and Balliol, he had previously served 
for two years on the Islington district committee of this Society 
while holding the post of Clerk to the Royal College of Surgeons. 
His marriage in 1876 to Miss Sophia Peters, one of Miss Octavia 
Hill's band of helpers, was a very happy one, giving him to the 
end of his life the support of perfect sympathy and devotion to 
the same ideals. 

The unity of purpose and the beautiful simplicity of his 
home life were sources of great moral strength both to himself 
and to those who came in contact witli him. The temptations 
of Vanity Fair had no power over him. Again he owed much 
to some of the men and women with whom he was most per* 
manently associated. Throughout the nearly forty years that 
he was the ofiicial target of the C.O.S., to whom cheques were 
to be paid and against whom libel actions were to be directed, 
there must liave been few members of the Administrative Com- 
mittee of whom he could not have said, as of one of his colleagues, 
“ He had the distinction of a gentleman, which I take to be an 
instinctive power of detecting the false and untrue, coupled with 
a large symjiatliy for all sorts and conditions of men. ... All 
the traflicking of modern j)lHlantJiropy he liated — the bazaars, 
the balls, the parade, and the worldliness and all that sale of 
merchandise in God's temple of charity that may make it hardly 
better than a den of thieves.” He would not have had so firm 
a faith in the strength wiiieh can be imparted to one man by 
another from the charity of his soul, had he not himself been 
deeply conscious of how much he drew from others. 

The first “ Object ” of the Charity Organisation Society was 
“ The Improvement of the Condition of the Poor.” The detec- 
tion of fraud which bulked so largely in the public conception 
of its energies was in fact but a small part of its activities. The 
begging-letter-writer whose letters arc sent by the recipients 
to a central office generally convicts himself, and the street 
beggar wdien visited by the committee member or agent in the 
district in which he has domiciled himself is quickly found out 
if an impostor. Mr. Loch's work w^as largely educative and 
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aimed at persuading workers and societies of all denominations, 
engaged in relief work, to join together in districts coincident 
with parishes or i)oor law divisions, and by joint consultation 
in committee to discover the right method of relieving each case 
of distress, making the independence and self-support of the 
man or woman relieved the main objects pursued and promoted. 
Eight years after his appointment there was a minute of the 
Administrative Committee to the effect that Mr. Loch must be 
considered a volunteer worker, for his services were worth to 
the Society at least a thousand a year in addition to what they 
were able to pay him. 

The relation of Charles Loch to his Society was frequently 
misapprehended. “ 1 have to ask you,” he once wrote, “ in no 
way to dissociate me from the Society, as you have done in the 
paragraph I have quoted. The question at issue does not concern 
myself personally, but the Society whose officer I am, and whose 
views I share ; and it is on their behalf 1 write.” The government 
of the Society was democratic, the Council consisting of the Ciiair- 
men of the district committees, the honorary secretaries and two 
ordinary members from each committee, with the addition of 
representatives of various special relief organisations and certain 
members co-o])ted by tlie Council. The Administrative Com- 
mittee were elected by the Council from their midst by voting 
papers after due notice of nomination. That their Secretary, 
who was neither a dii)lomatist nor a wire-puller, could work in 
such harmony witli his Society as to give some outsiders the 
impression that he ran ” it, was due to liis unswerving faith 
that “ organisation must be founded on common convictions ; 
with it there must be a full and fair recognition of differences, 
in so far as these are the sign of endeavours after progress, and 
not tlie indication of lapses to a lower ideal of charity and poorer 
methods of work.” And again — “ Organisation is a spiritual 
thing. It is the union of those who have common hopes and 
convictions.” 

“ The C.O.S. is widely disliked and universally trusted,” 
said the Oxford Magazwe when the University conferred the 
D.C.L. on its former alumnus. As time went on there were 
several who believed that by dropping the word Charity the 
Society would relieve itself of the odium of its association with 
condescending almsgiving. In a paper read to a Clergy Guild 
in defence of political economy, Loch asks, “ What is Christian 
charity? The mood of the Christian, the habit of mind of 
Christ — that which is not one of the virtues but the completion 
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of them — that in which their apparent differences are harmon- 
ised, the mood in which the sufficiency of love, and therefore 
peace, is dominant. This mood becoming habitual is the Christian 
life. . . . The habit of mind which is ‘charity’ produces the 
judgment which is charitable; and that uses any method that 
is at hand to fulfil its purpose.” And in his survey of Charity 
and Charities in the Encyclopmdia Britannica he maintains that 
“ Relief is not an essential part of charity or charitable work. 
It is one of many means at its disposal. If the world were so 
poor that no one could make a gift, or so wealtliy that no one 
needed it — the charity of life and deeds would remain.” And 
elsewhere, “ For where honour and simplicity are wo live by 
love in part proceeding from us, in part reflected in us.” When 
the title of the Society was changed in 1910 it became The 
Society for Organising Charity and Improving the Condition of 
the Poor, 

When Charles Booth began his campaign for Universal Old 
Age Pensions he approached the problem from the statistical 
side, and his opponents, of whom Charles Loch w^as the leader, 
were necessarily forced to use the same weapons. From 1892 
to 1908 ho served almost continuously on the Council of the Royal 
Statistical Society, five times as Vice-President, being chosen in 
the first instance by the President, Charles Booth. From 1893 
to 1895 they both served on the Royal Commission on Aged 
Poor, and were again colleagues on the Royal Commission on the 
Poor Laws appointed in 1905. For the Majority Report of that 
Commission, which terminated its arduous labours in 1909, 
Charles Loch was largely responsible ; ill-health compelled Charles 
Booth to resign early in 1908. There can be no question that 
the community gained greatly by this elimination of political 
partisanship and by this signal example of the advantages gained 
by co-operation in friendly and unrelenting mutual criticism 
between tw'o men “ united by common hopes and convictions.” 

From 1892 to 1913 we find Charles Loch working in three 
directions. Three addresses to his Council, printed in the 
Charity Organisation Review, should be studied by all who care 
to know what his Society aimed at doing, and in what degree 
it had succeeded and failed. The first deals with The Objects 
and Finance of the C.O.S, [C.O.R. March 1809]; the second 
with The Development of Charity Organisation [C.O.R. February 
1904]; the third with The Future of Local Charity Organisation 
[C.O.R. December 1907]. “ If you hear unpalatable opinions, or 

too vigorous self-criticisms, or proposals you may think wild 
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. . . clip oflF, as it may suit each of you, what parts you will 
from the opinions, the criticisms and the proposals. Only I 
ask — don’t turn aside and bury what I say as a dead thing.” 
This in 1904; and in 1907 — “ There must be a spirit that moves 
us always to the future and always onward. What wo have 
gained we have only a right to keep on the pledge that wo go 
forward.” Concurrently with these efforts amongst his own 
“ masters,” nearly every year we find in the Review addresses 
given to all kinds of associations or groups, full of practical 
suggestions, and stimulating everywhere the belief in the need 
of careful study of economics and sociology, which took effect 
in various towns in the establishment of schools for students 
training for social work. And from first to last he is to be found 
searching for ways of co-operating with the authorities created 
by law. As in the very earliest days the most capable members 
of the Society were urged to stand for election on Boards of 
Guardians, so in 1912 we find him addressing the Twenty-first 
Annual Conference of Charity Organisation and Kindred Societies, 
held at Manchester, on The Place of Voluntary Workers under 
Modern Social Legislation. “ I take it for granted that when a 
law has been passed, we all recognise it as our duty to help 
forward its administration in every way ” [C.O.R. July 1912J. 
At the next Conference, held at Winchester, which proved to be 
the last occasion on which he addressed a public audience, his 
subject was The Spirit of Enterprise. ” Let them then persevere, 
remembering that the only thing they need fear was funk.” 
” Dr. C. S. Loch said that ho did not claim a large share of the 
work done; those whom ho was addressing had done it. He 
had merely spent his life as he desired to spend it ” [C.O.R. 
June 1913]. 

Struck down by illness in June 1913, his resignation of the 
post he had held for thirty-eight years had to be accepted in 
October 1914. To the urgent request of the Council that he 
would accept a pension he replied, declining it — ‘‘ I always knew 
that no pension of any kind was attached to my post, but had 
there been any need I would have accepted gratefully what the 
Council so thoughtfully and graciously offer.” The assurance 
given by Dr. Bernard Bosanquet to the Council, that there was 
every prospect of a happy and pleasant evening of life for his 
old friend, whom he had known since their Oxford days, proved 
fully justified. In 1915 the honour of knighthood was conferred 
on him. lie died on the 23rd January, 1923. 

Clara E, Collet 
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George Abmitaqe<Smitii 

The Royal Economic Society has lost a useful and distin- 
guished member. Armitage-Smith, who died last January at the 
age of seventy-nine, had for many years attended to the business 
of the Society as member of its Council. Ho figured in the 
Economic Journal both as reviewer and reviewed. He was 
among the founders of our Society. This statement would not 
at once be verified by one who might consult the list of original 
members given in the first number of the Economic Journal. 
For the name appears there as Smith, followed by Armitage as 
a Christian name. Such was the original relation of the names. 
“ Armitage,” subsequently incorporated in the surname, was 
the name of a near relation who adopted and educated the young 
Armitage-Smith. 

The world owes something to this Mr. Armitage if, as we 
have heard, it was through his influence and example that the 
future economist was inspired with an invincible love of learning. 
Armitage Smith, as the name should be written with reference 
to his earlier years, completed his education at University College, 
London ; and took the degrees of B.A. and M.A. in the London 
University. Later he obtained the distinction of Doctor of 
Letters in that University. The work which he first took up 
was under a Department of the public service. The routine 
of this occupation was not to his taste, and, after some years of 
office work, he was glad to sever his connection with the Depart- 
ment and to devote himself to teaching. He was connected 
with the University Extension Movement, and with the Birk- 
beck College, of which he became Principal in 1898. He taught 
— ^with singular lucidity, as we have heard and can well believe — 
several branches of mental and moral science. But his special 
interest was in Political Economy. Wo may conjecture that his 
friendship with Jevons was not without influence in giving this 
direction to his talents. 

Aa an economist Armitage-Smith walked in the way of 
the classical authorities. It would be difi&cult to say whether 
he detested Protection or Socialism more heartily. He under- 
took a congenial task when he became the defender of Free 
Trade in the book entitled The Free Trade Movement and its 
Results (1898). The work is an important contribution to 
controversial literature. It has been highly praised in the 
Economic Journal by one who will not be suspected of bias in 
favour of a free-trader, Mr. L. L. Price. While hinting that the 
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author is “ stiffly orthodox,” the very competent critic yet 
attributes to him “ sober judgment ” and a scientific spirit 
of inquiry and explanation.” Similarly high praise is bestowed 
(in the Economic Journal, 1906) by another high authority, 
Professor Bastable, on another of Armitage-Smith’s works, The 
Principles and Methods of Taxation. The work, which is now 
in its scvcntli edition, deserves the popularity which it enjoys 
as a concise and logical statement of leading facts and principles. 
We should mention also the little book entitled The Citizen 
oj England^ his Rights and Duties. 

Armitage-Smith was fortunate in domestic life. A happy 
marriage was crowned by a “golden wedding.” Parental pride 
was gratified by the distinguished career of a son, a high 
Treasury official and the historian of John of Gaunt. 


Current Tones 

Tue following have been elected to fellowship of the Royal 
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Law, W. W. 

Ohdaira, Kensaku. 

Smith, Rennie. 

Lawton, W. L. 

Oughton, Miss 0. T. 
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Lee, F. E. 

PatiJ, V. N. 

Suga, S. 
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The following have compounded for life 

membership : — 

Belknap, Prof. W. B. 

Moffat, Prof. J. E. 

Buchanan, R. 0. 

Monroe, J. II. 

Carr-Saunders, A. M. 

Otsuka, Kinnosukc. 

Dickscc, Prof. L. R. 

Rai, Prof. Amrit. 

Greenwood, F. W. 

Sheffer, II. 

Knight, Prof. F. H. 

Smith, Rennie. 

Minty, L. Le M. 




The following have been admitted to library membership : — 
Athenaeum Club ; Banque de France ; Bowdoin College Library, 
U.S.A. ; Emory University, U.S.A. ; Facultad de Ciencias 
Economicas, Buenos Aires ; Federal Reserve Board, Washington ; 
Grand Rapids Public Library, U.S.A. ; Institute of Economics, 
Washington; James Jerome Hill Reference Library, U.S.A.; 
K. Socialstyrelsens Bibliotek, Stockholm ; Lewis’s Departmental 
Library, University of Manchester ; National Bureau of Economic 
Research, New York; Now York University; Saskatchewan 
No. 129. — VOL. xxxm. k 
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ITiliversity Library, Canada ; School of Higher Commercial Studies 
of Montreal ; Sheffield Public Libraries ; Statistical Department, 
Cairo; Transvaal University College, Pretoria ; Trivandrum Public 
Library; United States Department of Agriculture, Washington; 
University College, Exeter; University of Pittsburgh; Workers’ 
Educational Association Club, Sydney. 

The end of the last of the Private Note Issues of England 
cannot be allowed to pass without a brief obituary in the Economic 
Journal. In 1844 there were 205 private banking firms with 
an authorised issue of £5,153,417, and 72 joint-stock banks with 
an authorised issue of £3,478,230. With the recent amalgama- 
tions the last of these have now disappeared, and a new Order 
in Council has authorised the final addition to the fiduciary issue 
of the Bank of England under the Act of 1844. Since under this 
Act the Bank of England enjoys the right to add two-thirds of 
the lapsed issues to its own fiduciary circulation, the amount of 
the latter can be raised from its original figure of £14,000,000 to 
£10,754,431. Previous Orders in Council having raised it by 
successive stages to £18,450,000, it has now been fixed by an 
addition of £1,300,000 at the round figure of £19,750,000. The 
Bank has already taken advantage of its new powers, but the 
additional notes issued under them (£1,300,000) have been 

immediately transferred out of the Reserve of the Bank into the 
Currency Note Reserve. 

The following is a list of the banks which have allowed their 
issues to lapse since 1903, all but three owing to amalgamations : — 

£ 

Cambridge ami Caml)ridgo- Whitehaven 31,916 

shire 49,916 North and South Wales ... 03,951 

Bradford Commercial ... 20,084 York City and County ... 94,69.5 

Bacon, Cobbold «fe Co. ... 27,689 Jones, (David) & Co. ... 32,945 

Sheffield Banking Co. ... 35,843 Stuckey’s 356,976 

Hedges, Wells & Co. ... 17,064 Bradford Banking Co. ... 49,292 

Hammond & Co 23,098 Davies, Banks & Co. ... 26,050 

Berwick, Lochmero & Co. ... 87,448 Halifax and Huddersfield 

Leatham, Tew «& Co. ... 46,158 Union 44,137 

Wakefield and Barnsley Carlisle and Cumberland ... 25,610 

Union 14,604 Peacock, Wilson & Co. ... 51,615 

Sheffield and Rotherham ... 52,496 Lincoln and Lindsey Banking 

Stamford, Spalding and Bos- Co. ... 51,620 

ton Banking Co 55,721 Simmonds & Co 37,519 

Lancaster Banking Co. ... 64,311 Sheffield and Hallamshire ... 23,524 

Wilts and Dorset 76,162 Gillett & Co. (Banbury) ... 43,457 

Harris, Bulteol & Co. ... 27,321 Gillett & Co. (Oxfordshire, 

Barnard (Thomas) & Co. ... 34,218 Witney) 11,852 

Bank of Whitehaven ... 32,681 Beckett & Co. (York) ... 53,392 

Nottingham and Notts ... 29,470 Beckett & Co. (Leeds) ... 130,767 

West Yorks Banking Co. ... 18,634 Tubb & Co. 27,090 

Halifax Commercial 13,733 Fox, Fowler & Co 6,628 
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Our contemporary, the Economic Review ^ has anticipated 
an intention of our own by their reprint of Professor Selignian’s 
important observations on The Allied Debts, which appeared 
in the New York Times of November 5, 1922. There is now 
accessible to English readers this constructive criticism of 
Secretary Hoover’s views,” as it is described in a secondary 
title. The criticism is aimed principally at three points : the 
character of the obligations, the ability of the debtors to pay, 
the advantage to the creditors of an early settlement. Under 
the first head it is shown that most of the money was loaned 
and the proceeds used to carry on a joint enterprise during a 
time when our (the United States') aid in the shape of actual 
combatants was insignificant.” It is added : “ We are the one 
nation in the world which has profited by the war.” Secondly, 
the debtors cannot pay now, and will not be able to pay within 
any assignable time. And even if the debt could be paid, ” it 
would harm us more than our debtors. . . . Let us not with one 
stone kill two birds, each of which we should seek to keep alive — 
the one, the hope of European regeneration in the interests of a 
broad humanity, the other our own prosperity.” 

Tjie Prime Minister has appointed a Tribunal of Investiga- 
tion into the agricultural 2 >roblem, consisting of the following 
economists : — 

Sir William Asliley, Professor of Commerce and Vicc-Principal 
of the University of Birmingham. 

Professor W. G. S. Adams, Gladstone Professor of Political 
Theory and Institutions, Oxford. 

Professor D. H. Maegregor, Drummond Professor of Political 
Economy, Oxford. 

Mr. C. S. Orwin, Director of the Institute for Research in 
Agricultural Economics at Oxford, has been appointed agricultural 
assessor to the tribunal, and Mr. D. B. Toye, of the Ministry of 
Agriculture and Fisheries, secretary. 

The London and Cambridge Economic Service, which is con- 
tinuing in a revised and more elaborate form the “ Barometer of 
Economic Conditions ” which appeared last year in the Manchester 
Guardian Reconstruction Supplements, has now issued two monthly 
bulletins and two supplements, containing French, German and 
Italian statistical data. The first included a study of the Index 
Numbers covering the period 1919-22, the second an article on 
the Distribution of Exports in 1922 from the United Kingdom, 

in addition to statistical tables and charts relating to Finance, 

k2 
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and Exchanges, Prices, Wages, Trade and Output, Transport 
and Employment. The bulletins also contain ii review of the 
general business position, in which arc discussed the existing 
conditions and immediate future of trade. An interesting feature 
in tJic next supplement will be a special study prepared by 
Dr. T. E. Gregory on Tariff Changes in Relation to British Trade. 

Other special studies which will, it is hoped, appear every six 
monllis, are Visible Stocks of Commodities, by Mr. J. M. Keynes, 
assisted by Mr. R. B. Lewis, and Harvest Results and Prospects, 
by 8ir William Beveridge and Mr. R. B. Forrester. Arrangements 
an? also being made to publish siiecial memoranda dealing with — 
amongst other subjects — - 

Seasonal Movements in Finance, Trade and Production ; the 
Timc'-Relation between British and American IVadc Movements; 
the Coal Trade; the Iron and Steel Trade; Shipping and the 
Cotton Trade. 

The service is issued in the first instance to subscribers only, 
but is available after an interval of time in certain libraries. 
Particulars can be obtained from the Secretary, London and 
Cambridge Economic Service, Houghton Street, Aldwych, W.C.2. 

Foil Setdion F of the British Association, which meets this 
year at Liverpool, September 12, the f(d lowing arc the provisional 
arrangements. The President of the Section, Sir William 
Beveuidge, will deal with questions relating to Unemployment 
and Population. The Section will hold joint discussions, (1) with 
Section ]\t (Agriculture) on the present position and prospects of 
Biitish Agriculture ; (2) with Section 1 (Psychology) on the 
psychological assumptions of economic theory. The readers of 
Papers, with their subjects, will be as follows : — Professor A. Clay, 
The Future Level of Real Wa^je'^ ; Mr. J, J. Clark, Relrocessiug oj 
Rl um- Dwellers ; Professor F. Y. Edgeworth, Womens Wages in 
Relation to Economic Welfare ; jMr. Sargant Florence, Industrial 
Fatigue ; Mr. H. 1). Henderson, Stabilisation of Prices, Professor 
H. M. Hallsworth will deal with some problems connected with 
U nemjdoyment Insurance, Also a Paper on the present position 
of British Railw^ays may be hoj)cd for. 

The Council of the Royal Statistical Society will, in November, 
1923, award the Frances Wood Memorial Prize, value £30. The 
Prize will be awarded for the best investigation of any problem 
dealing with the economic or social conditions of the wage-earning 
classes. The subject is to be chosen by the competitor and must 
be treated on statistical lines. Those eligible to compete are : — 
(1) All undergraduates or graduates of not more than three 
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years’ standing of Universities in the United Kingdom. (2) Non- 
graduate students who have attended a tutorial class of the 
Workers’ Educational Association for at least two years, during 
the four years preceding the award. (3) Students who have 
resided, and followed a course of study for at least one year, at 
Ruskin College, in the four years preceding the award. (4) Such 
other candidates as the Council in their discretion may admit. 
Theses submitted or intended to be submitted as university 
exercises, and also published papers, arc admissible. Essays 
(which must be cither printed or typed, and accompanied by 
copies of all statistical tabulations) must bo sent to the Honorary 
Secretaries of the Ro3^al Statistical Society, 0, Adelj^Iii Terrace, 
W.C. 2, not later than 1st July, 1923. 

The issues of the EroNoMU’ Journal for December, 1015, 
March, 1917, March, 1918, Marcli, 1919, and MareJi, 1920, are 
now out of print. As a few additional copies are required for 
the purpose of completing sets, the Secretary of the Royal 
Economic Society would be much obliged if any Fellows who can 
spare their copies of these issues would return them to the 
Assistant Secretary, Mr. S. J. Buttress, C, Humberstone Road, 
Cambridge. A payment of 5s, will hv. made for each copy so 
returned. 

The American Institute of Accountants Foundation oilers 
prizes for the best papers upon the following subject : 

The principles w'hich should govern the determination ol 
capital and the amounts available for distribution of 
dividends in the case of corporations, with s])ecial reference 
to the system of capital stocks without a par value. 

While it is contemplated that the winning pa])er will discuss 
adequately the various aspects of the question — legal, account- 
ing, economic and financial — the jury will be empowered to 
make awards to papers in which any one phase of the question 
is in their judgment particularty well covered. 

The amount of the prizes will be in the discretion of the 
jurors, subject to the provision that the first prize shall not be 
less than $1,000 nor more than $2,500, and that other prizes 
shall not bo less than $250 nor more than $750. The comj)etition 
is open without rcstriclion. 

Full particulars may be obtained from A. P. Richardson, 
secretary of the Americ^an Institute of Accountants I\)undati(m, 
135 Cedar Street, New York. Papers must be submitted not 
later than October I, 1923. 



RECENT PERIODICA!^ AND NEW BOOKS 

Contemporary Review. 

Deckmbkk, 1922. France^ a fight against her Falling Birth-rate. 
Edith SKLiiERS. Deep is the fear of being outnumbered by 
a prolific enemy, and many arc the provisions, national and 
local, for stimulating the birth-rate. 

Nineteenth Century. 

December, 1922. The Way to Agricultural Success. 0. Turnor. 

Fortnightly Review. 

December, 1922. The Money Mirage and a Levy on Capital. J. 
Ei.lis Barker. Ixtbonr and Agriculture : a Political Pro- 
gramme. S. L. Bensusan. Unemployment. Colonel D. C. 
McLagan, D.S.O. 

Manchester Guardian Commercial. 

Reconstruction in Europe. 

Section IX., On The Labour Problertis of Europe , inoludca an article by 
Mr. Philip Snowden arguing that Britisli Labour is not Socialist in the 
Continental sense, w'ill not try to overthrow the capitalist sj^stem by a 
violent revolution. French, German and International labour movements 
aro discussed by various experts. Mr. John Hilton instiliites a com- 
parison between real wages in Great Britain and certain other countries, 
lloughly, real wages in Great Britain, France and Germany last spring 
were in tho ratios 1 ; f : J. The figure for the United States is above IJ. 
Mr. J. JI. Richardson compares real wages in Kuropo to-day with those 
of 1914. There is evidenced reduction of inequality in remuneration as 
between skilled and unskilled, men and w’omen. 

Section X., The United States and Europe^ discusses thorny questions con- 
nected with war debts and tho immigration from Europe into America. 

Section XI. Discussing under the head of “ Devaluation ” the proposal 
to restoro much-d(!preciated currencies to their old parity, Mr. 
Keynes points out that tho proposal involves an aggravation of internal 
debt. Tho level of tho franc, c. g. will be determined by tho proportion 
of his earned income which the Frenchman will permit to bo taken from 
him by taxation to pay the rentier. Czechoslovakia tried devaluation 
with bad results. Professor Irving Fisher shows that defiation, by shifting 
tho burden of debt, may do more harm than good; justice to surviving 
pre-war creditors, but grave injustice to the much larger number of war- 
time and post-war debtors. Prof. Pigou explains tho mechanism of 
int(‘rnational trade as depending on the “ real ratio of international ex- 
change ” — the rise or fall in tho value of imports in general in terms of 
exports in general; a conception capable of being apprehended by way 
of weighted averages. He considers tho effect of customs duties; and 
argues that the United States has tho power by taxing imports to turn 
the real ratio of international exchange in her favour, and so to make 
tho foreigner, besides paying his debts to her, also contribute substantially 
towards her tax revenue. European Ranking forms a second section, 
to which contributions aro mado by experts representing the principal 
countries. There is, thirdly, an Architectural History of tho Bank of 
England, ilhistratcd by photographs. 
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Section XII. The concluding section deals with “the state of opinion in 
Europe,” the prospects of peace. Mr. Keynes sees no hope for the 
future unless the two principles of Pacificism and Population are adopted. 
(I) The first prescribes (a) that wo should bo before, not behind others 
in our willingness to disarm ; (&) that wo should not uso force to prevent 
secession from the Empire; (c) that wo should hold to free trade. (II) 
The problems discussed in the sixth Section must be faced. Socialists 
should look to final effects on the proportion between numbers and 
resources. Other experts testify as to the mentality of their particular 
countries and the general situation. Tlie Queen of Rumania contributes 
a beautiful expression of wish for closer ties between her country and 
England. Professor W. H. Wells (once an Englishman, now a naturalised 
German) inveighs bitterly against the ** betrayal ” committed at Versailles. 
‘‘ It has become an inconvertible proof that ‘ Machtpolitik ’ is after all 
‘ the only wear.’ ” ‘‘ One day the Allies may be confronted — like Germany 

at Versailles — with results.” Mr. G. Lowes Dickinson affirms ” tlie plain 
fact that if States (all States) would disarm . . . completely there would 
not and could not bo a war. . . .” ” Why then do the States not dis- 

arm ? ” Mainly through covetousness; as in the late war “the French 
wanted AKsaco-Lorraino, the Russians wanted Constantinople . . . the 
British w'anted anything they could conveniently pick up.” 

The Irish EcA)nomist (Dublin). 

January, 1923. The Philosopher in Trade. Paul Gueoan. Among 
some general reflections there occurs the fact that cold -stored 
eggs are often sold in Ireland as fresh eggs at 50 per cent, above 
their true price. Co-operation in France. Charles Gioe. 
Siicc€\ssful during the war, the co-operative movement is now 
threatened with loss of some of its virtues in the attempt to 
gain the masses. Fundamental Economics for Irishmen. M. 
Alexander and A. Thompson. The re-establishment of the 
home market is Mr. Alexander's leading idea. Mr. Thompson 
considers the “ Douglas '' scheme, and finds it an “ eminently 
sane scheme promising most desirable results.” Protection for 
Irish Industries. Joseph Johnston. Protection is bad; but 
so arc other impediments to trade, e. g. deficient arrangements 
for the export of Irish produce. 

There are also articles on the co-operative movements in 
Russia and in Italy. 

International Labour Review (Geneva). 

December, 1922. The Fourth International Conference. A summary 
of the i^roceedings of the Conference held at Geneva, 1922. The 
Strike in the Gold Mines of South Africa. Cooper Key. A 
description of the strike which lasted from January to March, 
1922. The Consumers' Co-operative Movement in the United States. 
Florence E. Parker. 

International Labour Review (Geneva). 

January, 1923. Vocational Education in Stockholm. Nile 
Frederiksson. Co-operation in Russia before the War. Prof. 
V. Totomiantz. 

Quarterly Journal of Economics (Cambridge, Mass.). 

November, 1922. The Tariff Act of 1922. F. W. Taussig. The 
great evil of Protectionist legislation, the disturbance of industry 
by frequent changes, is not avoided by the last Tariff Act, which 
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will provoke reaction by its anomalies ; e. g. toys taxed at the 
rate of 70 per cent. ; dice at only 50 per cent, llic vain idea 
of “ equalising costs of production ” is fruitful of inconsistencies. 
The Textile Schedules in the Tariff of 1922. Arthur H. Cole. 
The Foreign Exchanges, A. C. Pigou. An improved state- 
ment of theory, showing that “ purchasing power parity ” does 
not exactly indicate exchange equilibrium, owing to the imper- 
fection of index-numbers and the existence of non-exportable 
commoflities. The British Building Guilds. Carl S. Joslyn. 
The constitution of the Guilds — described fully — works well ; 
“ continuous pay ’* has not produced malingering, discipline is 
not wanting. “ The evidence is overwhelming that the eliicioncy 
of Guild labour is much superior to that of labour employed by 
the average private builder,” whether we consider economy or 
quality. But the Guilds had the advantage of an urgent de- 
mand for liouses after the war. The building industry in England, 
not stimulated by foreign competition, has not a high standard 
of efticiency. We cannot infer the success of a nation-wide 
Guild organisation. The abandonment of supply-and-deinand 
as the determinants of value presents great cliiliculties. Com- 
munism among the Mormons. Hamilton Gardner. According 
to a scheme instituted by Joseph Smith and his immediate 
followers, Mormons were to act as “ stewards ” of property 
transferred to the Church. The plan, however, lay dormant, 
till in 1873 Brigham Young revived Conimuiusm in a ditferent 
form. It soon collapsed; perhaps owing to its too sudden 
introduction. 


The Journal of Political Economy (Chicago). 

December, 1922. British Aspects of Unemployment. D. H. Macghegor. 
The light of British experience is thrown abundantly on four 
features : (1) Insurance, whether on the lines of the 1920 Act, or 
more in accordance with that “industrial idea” which underlies 
the VVhitl(;y Councils and the Guild movement ; (2) Labour Ex- 
changes, which, rightly understood and supplemented, will not 
prove a failure; (3) the proposal that public authorities should 
so distribute their work in tiuie as to counteract depression — 
not so simple a plan as it seems ; (4) arrangements for the training 
and maintenance of surplus labour. 

English Agriculture since 1914. H. Reginald Lennard. 
Capitalisation of Railroad Surplus. H. F. Clark. Dumping in 
International Trade. Jacob Vines. 


The American Economic Review (Cambridge, Mass.). 

December, 1922. Economic Philosophy of Co-oj^eralion. E. G. 
Nourse. Unique Situation in Economic Theory. 0. Fred 
Boucke. What with marginalism and utilitarianism, the aban- 
donment of sensationalism and consequent break with statics 
and catallactics, “ we are on the eve of great events in economic 
theory.” Public Utility Valuation. S. D. Southwortii. The 
Course in Elementary Economics. John Ise. 

The teaching of the elements should not come first. 
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Journal des Economisies (Paris). 

November, 1922. Uincapacite de la Russia Bolchcvick. Yves 
Guyot. Les ideas economiques d' Antonio Serra. G. Arias. 
Serra’s treatise, published in 1613, is said to have inaugurated 
the method of observing economic facts. 

December. Observations fiscales. Yves Guyot. Le privilege du 
tresor sur les immeuhles. F. Jacq. 

Revue d^Econoinie Politique (Paris). 

November- December, 1922. Les finances locales en Alsace et en 
Lorraine. W. Oualid. Les precurse urs de Veconomie fuonetaire 
en Italie. G. Arias. Davanzati in 1588 divined the quantity 
theory of money. Montanari anticipated modern tlieorics of 
value. Le Guild Socialisme dans Vinduslrie anglaise du bdtiment. 
A. Philip. Les theoriciens de langue allemande de la co-operation. 
Totomiantz. 

Jahrbiicher filr Nationalohonomie und Siatistik (Jena). 

November, 1922. Ricardo und Cassel. E. Lukas. Of the two 
similar methods Cassel's is the more useful. Die Ursachen des 
Qeburtenriickganges. J. Muller. 

December. Zur Orundlegung dcr WirischaftswissetiscMft. L. 

Stbphinger. 


W ellwirtschaf niches Archiv (Jena). 

November, 1922. Naturrecht und Uumanitdt in der Weltpolitik. 
Prof. E. Troeltsch. Da WirtscJiaftlicha Bedautung des Serien- 
schiffes. On the production of ships of a standard typo in 
great numbers. Der Komprador. A study in Chinese domestic 
trade. Zuni ersten Kolonisations versuch. Frankreich in Kanada 
(1540’1543). 


Zeitschrift fur Volkswirlschaft und Sozial-politik (Vienna). 

Band II, Heft 7-9. Die Grundlngen der Lohnbeslimmung. Verrun 
Stuart. Fmanz-politik der Nachfolgestaaten dcr dstcrreichisch — 
Ungnrisclien Monarchic. Dr. Paul Gkunwald-Ehhen. On the 
finances of some new States. 

Viertel-Jahrschrijt fur Sozial und Wirlschaftgcschichte (Berlin). 

Band VI, Heft 3, 4. Prekarie und Benefizimn. H. GrUxVFELDER. 
On certain legal terms and conceptions. Die Fdrbcrei in Deutsch- 
land bis zmn Jahre 1300. H. Voltelini. • Die gcschichtliche 
Entwicklung der Sonntagruhe. P. E. Braun. An interesting 
history of arrangements for a day of rest ; from the times of 
the Babylonians, whose weekly pause ]>r('sented marked con- 
trasts to that of the Jews, down to recent times in wliicli the 
religious sanction has disappeared in some countries ; the Republic 
of Brazil, e. g. enacting that the day of rest should be known 
not as the Lord’s Day, but as man’s day. Die Juden und der 
Handel in Liibeck. E. Ba ascii. About the part played by the 
Jews in the industry of Liibeck from early times. 
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Giornale degli Economisti (Rome). 

November, 1922. La pressione fiscale ed il problema del pareggio. 
G. Boroatta. On the maintenance of budgetary equilibrium. 
Inflaziom rnonetaria e corso del cambi. Marco Fanno (con- 
tinued). 

December. Injlazione rnonetaria e corso di camJbi. Marco Fanno. 
This article deals with the course of foreign exchanges on the 
hypothesis of a variable par. Intorno al beneficii del produttore, 
G. Sensini. Referring to his article in the issue of March, 1922, 
the writer concludes his disquisition on the profits of the producer, 
which he finds to be zero for margins rather than for totals. 

Giornale degli Economisti (Rome). 

January, 1923. Una statistica intemazionale delle spese militari, 
Fulvio Zuoaro. a comparison between different nations in 
respect of the amount of military expenditure and its proportion 
to the total expenditure of the State, now and in 1913. E.g, for 
the United Kingdom the military expenditure was nearly, in 
thousands of gold francs, 2,170,000 in 1913-14 ; in 1922, 3,832,000, 
which at the prices of 1913 become 2,586,000; the percentage 
of military on total expenditure was in 1913-14, 41*4; in 1922, 
17*6. The corresponding figures for France are : military ex- 
penditure in 1913-14, 1,807,000; in 1922 (at the prices of 1913), 
1,500,000; the percentage of military to total expenditure was 
in 1913-14, 35*7; in 1922, 14-7. Schemes of comparative 
statistics are proposed in the hope of their being used in future 
by the League of Nations for the reduction of armaments. 7. Porti. 
Epicarmo Corbino. a description of four Italian harbours. 

La Riforma Sociale (Turin). 

November-December, 1922. II livello del protezionismo in Italia. 
F. A. Repaci. Out of the mouth of business men are proved 
the injurious results of the recent increase in Italian protection. 

La Reforma Sociale (Turin). 

January-February, 1923. Su Vemigrazione Italiana. Dr. Alberto 
Geisser. II fallimento fiscale. 

Revista Nacional de Economia (Madrid). 

VoL. XIII., No. 40. Evolucion de la moneda en Espana. A. V. 
Escudero. a history of Spanish money from the seventh 
century, B.c. La politica commercial de los Estados. W. P. 
Unidos. The writer professes to apply a theory of Protection 
which he explained in a former number, Vol. X., No. 30. La 
teoria de las disponibilidades. G. Bernacer. What the practical 
man means by “ disponibilities ; and the connection of this 
conception with economic crises. El ahorro en Espana. Saving 
in Spain. 

Social Science Quarterly (Peking). 

Vol. I., No. 1. The periodical started by the National University, 
Peking, begins with an attractive programme ; L'he Theory of 
Money and the Standard Problem^ Prof. M. Y. Kou ;' The Begin- 
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nin^ of Systematic History in China, Prof. Chu-Hsi-Tsd ; A 
Critical Comment on the Socialist Movement, Prof. L. K. Tao; 
together with articles of legal and political interest. But the 
articles being written in Chinese defy our powers of interpre- 
tation. 


NEW BOOKS. 

English. 

Ashley (Sir William). Scientific Management and the Engineer- 
ing Situation. (Sidney Ball Memorial lAJCture.) Oxford University 
Press, etc. Pp. 28. 

Cohen (Joseph L.). Workmen’s Compensation in Great Britain. 
London : Post Magazine. 1923. Pp. 232. 

[A fitaioment of tho existing laws, with some account of their working and 
tho problems whicli it raises.] 

Diesen (Emil). Exchange Rates of the World, January 1, 
1914-I)ecember 31, 1921. Vol. I. Amsterdam, Berlin, Christiania, 
Copenhagen, Helsingfors, London, Paris, Riga, Stockholm, Zurich. 
Christiania : Okonomisk Literatur. 1922. 

[An invaluable work of reference, with explanations in English, giving the 
rates of exchange in each of ten centres named above, daily for tho eight years 
in question, on tho principal countries of tho world. It is proposed to continue 
tho work and to bring it up to date.] 

Ford (Henry). My Life and Work. London : Heincmann. 
1922. Pp. 289. I2s. fid. net. 

Gidk (Charles), Effects of the War upon French Economic 
Life. A collection of five monographs edited by Professor Gide. 
Oxford : Clarendon Press, etc. 1923. Pp. 197. 

[The effects of the war on French Merchant Marine, Textile Industry, Finance, 
Commercial Policy and Labour are treated by five well-known experts.] 

Hawtrey (R. G.). Monetary Reconstruction. London : Long- 
mans. 1923- Pp. 147. 

[To bo reviewed.] 

Heckschbr (E. F.). The Continental System. An economic 
interpretation. London : Milford. Pp. xvi + 420. 4s. fid. 

Howard (Walter). The Great Industrial Problem. London : 
King. 1922. Pp. Ifi. fid. 

Howell (J. Ryse). The Productivity of Hill Farming. Being 
the report of an inquiry in three typical districts. Oxford ; University 
Press. 1922. Pp. 23. 

Jordan (Herbert W.). How to Form a Company. (Fifteenth 
edition). London: Jordan and Sons, Ltd. 1922. Pp. 103. 

[This well-known and useful handbook of special information has proved its 
utility by its frequent reissue since 1913. The summary of necessary facts is well 
given, and particularly the series of forms and documents which tho incorporation 
of a public or private company require.] 
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Karlsberg (Djl B.)* History and Importance of the German 
Control of Emigrants in Transit (translated). Hamburg : Enoch. 
1922. Pp. 149. 

[Tho German original is inentionod in tho Economic .Journal, Vol. xxxii. 

Malinowski (B.). Argonauts of the Western Pacific. An account 
of native enterprise and adventure in the Archipelagoes of Melanesia, 
New Guinea. London : Koutledge. 1922. Pp. 527. 21.?. 

Marshall (Alfred). Money, Credit and Commerce. London : 
Macmillan. 1923. Pp. 369. 

Narain (Brij). Source Book for the Study of Indian Economic 
Problems. Lahore : Punjab Printing Works. 1922. Pp. 435. 
Ks. 3. 

[An introduction to tlio study of oHicial reports on Indian economic questions. 
Tho author is Professor of Economics at Lahore.] 

Lee (John). Industrial Organisation. London : Pitman. Pp. 
viii -j- 121. 5,9. 

Rasin (Dr. Alois). Financial Policy of Czechoslovakia during 
tho First Year of its History. (Carnegie Endowment.) Oxford : 
University Press. 1923. Pp. 155. 

['Die author, who has recently fallen by tho liand of an assassin, was Minister 
of Einanco for his country.] 

Rau (B. Ramaciiandra). Calcutta: University. 1922. Pp. 301. 

Sasty (K. R. R.). The Madura Gilds. Madras : Law Printing 
House. 1920. Pp. 31. 

Settlements and their Outlook. An account of tho first inter- 
national Conference of Settlements. London: King. 1922. Pp. 192. 

Shad WELL (A.). The Engineering Industry. A chapter in 
industrial history, London : Murray. Pp. vi -|- 90. L?. (x/. 

Sheldon (Oliver). The Philosophy of Management. London : 
Pitman. Pp. xvi + 290. lOfi. Gd. 

Stoll (Sir Oswald). More Broadsheets on National Finance. 
London : W. J. Roberts. 1922. Pp. 183. 2s. net. 

Tillyard (Frank). The Worker and tlie State, Wages, Hours, 
Safety and Health. Loudon : Routlcdgc. Pp. viii 298. 10-?. 6d. 

Varma (D. M. L.). The Labour Problem and its Complete 
Solution. A complete co-operation and co-ordination between 
capital and labour. Budaun : Gokulmwas. 1922. Pp. 188. Rs. 3. 

['I’ho hook purports to be an application of communistic principle.? to 
individualism.] 

Webb (Sidney and Beatrice). The Decay of Capitalist Civil- 
isation. London : Allen and Unwin. 1923. Pp. vii + 180. 4s. 6d. 

[Several of the above-mentioned books are to be reviewed.] 

American. 

Fisher (Irving). The Making of Index -Numbers. Boston : 

Houghton. 1922. Pp. 526. 

[Reviewed above.] 
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Ingolls (W. Renton). Wealth and Income of tlic America?! 
People. York, Pa. : Merlin. 1922. Pp. xiv + 321. 

[It is estimated that when deflation is completed the gross income will not 
exceed $37,500,000,000.] 

Kobayashi (U.). Military Industries of Japan. New York : 
Oxford University Press. 1922. Pp. 269. 

Levermork (Ch.vrles H.). Second Year of tlie League of Nations. 
Including the complete story of the Washington ('onfenmeo with the 
complete texts of Treaties and Agreements. Brooklyn : Daily Easlc 
1922. Pp. 423. ^ 

Lincoln (Edmond E.). Aiiplied Business Finance. Chicago : 
Shaw. 1922. Pp. 772. 

COxNANT (Luther). A Critical Analy.sis of Industrial Pension 
Systems. New York ; Macmillan Co. 1922. Pp. 267. 

Mangold (O. B.). Children Born out of Wedlock : a social study 
of illegitimacy, with particular reference to the United States. 
Columbia, Mo. : University of Missouri. 1921. Pp. x + 209. 

Watkins (Gordon S.). An Introduction to the Study of Labour 
Problems. Boston: Harrap. Pp.xv 4-664. 10^. 6d. 

Wkrtenbaker (T. Jefferson). The Planters of Colonial Virginia. 
Princeton : University Press. 1922. Pp. 260. 

[Coiilrnry to tho received belief that tlio land in colon ial Virginia was early 
divided into largo plantations tilled by indentured servants, it is shown from 
original sources that white yeomanry formed 90 per cent, of tho landowners. 
These small liolder.s W'oro much injured by tho Navigation Law’s. Tliero super- 
vened tho introduction of .slaves, whieh arrested tho immigration of English.] 

Wkstergaard (H,). Economic Development in Denmark before 
and during the World War. (Carnegie Endowment.) New York : 
Oxford University Press. 1922. Pp. xii 4- 106. 

French. 

Bourueau (Jean). Tolstoi, Lenine ct la Revolution russe. 
Paris : Alcan. 1921, Pp. 225. 

Ru.ssie : La dette publique dc la Russie. Paris : Puyot. 1922. 
12 fr. 

[Essays by Raflalovicli and other well-know'n writers.] 


German. 

Elster (L.), and others. Hand wort erbuch dcr Staatwisscnschaftcn 
Vierte Auflago. Jena : Fischer. 

[Tho fourth edition of this well-known dictionary includes an article by Dr. 
Stephen Bauer on a subject which ho has made his own— legislation for tho pro- 
tection of Labour. An introduction explains tho definition, origin and char- 
acteristics of such legislation. Tlioro follow's a detailed description of enact- 
ments in different countries, priority being given to tho more (jflicient systems. 
Tho section begins with Great Britain. Tho last section deals with international 
legislation.] 

Fischer (Dr. Carl August). Voni Staatsbankrott. Karlsruhe : 
Braun. 1922. Pp. 141. 

[A second much-altered edition.] 
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Funk (Dr. Martin). Wirtschaftspolitische Stellung und Welt- 
wirtschaftliche Bcdeutimg der Frcien Stadt Danzig. Danzig : Kafc- 
mann. 1923. Pp. 232. 

[ArtiflfS by different writers dealing with various aspects of economic lifo 
in the Free State of Danzig arc edited by Dr. Funk, who is the Director of the 
Statistical Bureau in that State.] 

Hahn (Dr. W.), and Ltlienfeld-Toal (A. V.). Die Neue Kurs 
in Kussland. Jena : Fischer. 1923. Pp. 108. 

Gatzen (William A.). Gulliver’s Wahrungsanierung : Dio 
fehlendc Spccial-wisscnschaft dcs Wert-Mcsswescns. 

[The author describes as an expert (Berater) in the special branch of science 
which deals with the measurement of value.] 

Heymann (Dr. Hans). Die Volkerbank. Berlin : Rowohlt. 
1922. Pp. 61. 

Liefmann (R.). Dio kommunistischen Gcmeindcn in Nord- 
amerika. Jena : Fischer. 1022. Pp. 95. 10 M. 

[A concise account of experiments in communistic life.] 

Winkler (Dr. W.). Die Statistischen Verhaltniszahlcn (Wiener 
Staatswissenachaftliche Studien). Lcipsic. Deutiche. 1921. Pp. 
178. 


Italian. 

Baciii (R.). L’ltalia economica. Nel 1921. Turin: La Riforma 
Sociale. 1922. Pp. 460. 

[The thirteenth issue of the year-book published under the auspices of La 
Riforma Sociale.] 

Calandra (Antonio). La ripercussione deU’ importa sul reddito. 
Turin : Bocca. 1923. Pp. 140. 

Mortara (G.), Prospettivc economiche, 1923. Citt^i di Gastello : 
Society Leonardo da Vinci. 1923. 

[A review of Italy’s economic condition during 1922 leads to the conclusion 
that sho has pas.sed through the trough of the depression and that the beginnings 
of a trade revival are indicated. High prices in Italy and vigorous competition 
abroad are hampering her exports of silk, cotton ond olive oil, but on the whole 
production of most commodities is increasing. It is interesting to note that in 
spite of coal difficulties, there is an improvement in tlio iron and steel industries, 
and railway traffic has increased, the various lints working with greater frequency 
and regularity. There is also a greater demand for hydro-electric energy in 
industry. National expenditure is slowly decreasing, the revenue slowly 
increasing. Tho withdrawal of immigration restrictions in the United States 
would, the author thinks, do much to assist Italy’s economic revival.] 

Marconani (F.). II car*attere contingente dollc forme cconomiste. 
Turin : Viano. 

Prato (G.). Francesco Ferrara of Torino, 1849-59. Turin : 
Bocca. 1923. Pp. 

[A memoir presented to tho Turin Royal Academy of Sciences.] 

Zucci (E.). Le banche di depositi. Roma : L’editorialc. 
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METALLIC AND NON-METALLIC STANDARDS OF MONEY 

When we approach the problem of stabilising the currencies 
of the countries w^hose circulating medium has been more or less 
disorganised — a problem of increasing urgency which is indis- 
solubly connected with the revision of the Peace Treaty — we 
are brought up at once against the question of the choice of a 
basis for our monetary unit. That is, we are faced with the 
alternatives of a unit of the pre-war kind, equal to a certain 
quantity of precious metal, which must almost certainly be gold, 
or a standard unit fixed without reference to a metal of any 
kind. In the event of the latter alternative being adopted, 
coins of comparatively small value, made of some inferior metal, 
might bo found useful for practical purposes. But there w^ould 
be no necessary relation between the value of these coins and 
the metal they W'ould contain. 

It seems probable that the majority of the countries con- 
cerned will elect to return to a gold currency. Not that the 
gold standard, as it existed in England and Germany until 1914, 
will be restored in its entirety. Gold was then used in con- 
siderable quantities for transactions within the countries them- 
selves, the Banks supplying, even for the purposes of the home 
trade, as much of this currency as was desired. This free 
exchange of coin will give way to the “ gold exchange system,” 
which was advocated by Ricardo as early as 1816 in conditions 
very similar to those existing to-day. The main feature of this 
system (which worked successfully in Holland from 1875 to 
1914) is that the country’s stock of gold is kept in the strong 
boxes of the Bank of Issue, wdierc it servos to maintain tlie value 
of the national currency in relation to that of foreign countries, 
in other words, to ensure the stability of the rate of exchange. 
All the suggestions that have been made of late for the solution 
of the currency problem tend in this direction. 
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Ncvcjthcless, 1 hough the prol>leiii may find its practical 
solution ill the adoption of some such expedient, it by no means 
follows that this solution is the most correct in principle. And 
it is just when the supporters of a non-metallic monetary standard 
find their ideas condemned as fatal to public prosperity and 
tlangerous to the iState; when they are accused of further 
encouraging that policy of inflation of which so many Govern- 
ments have been guilty, that it becomes essential to bring their 
theories out into the light of day, and show as clearly as possible 
on what grounds they rest. It can llien be left to a future, 
when controversies have ceased to rage, to pronounce on the 
merits of the view which 1 desire once more to defend, i.e. the 
view that a non-iiietallic monetary system is better fitted than 
any metallic s 3 ^slcm to guarantee that stability in the unit of 
mone^^ nhich it is the aim of every sound system to achieve. 

vSinec time is so imporlaiii a factor in economic life, I presume 
it will gcnerallj' be admitted that a currency is sound only if it 
can offer the best possible guarantee that the purchasing power 
of the unit of money shall not be allectcd by lapse of time or 
cliangc of place. As soon as money ceases to be a purely passive 
connecting link in trade transactions, analogous to the kilogram, 
the metro or the hectoliter, it begins, despite its undoubted 
utility as a medium of exchange, to display mischievous pro- 
pensities. As stated on p. 121 of my son’s Introduction to the 
Theory of the Stability of the Value of Money, the medium of 
exchange must not interfere with the natural movements of 
prices and income. 

In this connection 1 naturally use the term “ purchasing 
power ” in a general sense. There arc dynamic forces constantly 
at work in our economic life which alter the relations between 
the factors determining by means of the supply and demand, the 
value of goods and services. The money prices of these goods 
will consequently also be subject to continual fluctuations. The 
purchasing power of the money unit in relation to individual 
goods cannot be constant. It w'ould not be desirable, even if it 
were possible, to guarantee to the money unit an unchangeable 
purchasing power in this sense of the term. Consumption, like 
production, is affected by the fluctuations in the i^rices of 
individual goods; our economic life, with its efforts to make 
the energy at its disposal as productive as possible, necessarily 
responds to them. But these fluctuations in price do not affect 
the general purchasing power of the money unit. If there is a 
rise in the price of commodity A, so that a larger portion of the 
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nation’s income must be spent on it, there will be less money 
left for other purposes, and commodities B and C will fall in 
price accordingly. The purchasing power of the money unit will 
have fallen in relation to A and risen in relation to B and C, 
but in relation to the satisfaction of the whole complex of human 
needs it will have remained unaltered. 

General index figures have been adopted to illustrate the 
purchasing power of the money units of various countries. 
Their suitability for this purpose is open to criticism, since they 
deal with the prices of goods only, and with a very limited 
number of them. The question how and to what extent they 
could be improved is, however, beyond the scope of this article, 
and cannot be opened here. I merely wished to indicate in 
what sense the exj^ression “ purchasing power of the money 
unit ” was to be interpreted. 

A rise in the general index figure means that the purchasing 
power of the money unit has diminished; a fall in the figure 
means that it has increased. A movement in either direction, 
therefore, indicates that there has been a change in the ratio 
between the available supply of the medium of exchange in its 
various forms, and the actual money requirements of the com- 
munity. Those who hold that a healthy money market, which 
allows of the perfect interplay of the forces of supply and demand 
for goods and services, is dependent on the existence of a money 
unit of constant purchasing power, will agree with mo in desiring 
to see a condition established in which the provision of money 
may adapt itself with the maximum facility to the fluctuating 
demand for money. We should be guided in our choice of a 
monetary system by the bCvSt guarantee oficred of a complete 
adaptation of the provision of money to the existing demand. 

I will now endeavour to state briefly why 1 consider that a 
metallic system can never give the required guarantee, and why 
a non-metallic system alone can do so. 

In a metallic system three conditions must be fulfilled in 
order to ensure equality in value between the money unit and a 
specified quantity of gold. Firstly, everyone wdio desires to 
have standard money coined must be able to claim this as a 
right, subject only to the payment of the mintage cost, and to 
a minimum limit of size for such transactions. This arrange- 
ment is general except in England and in the United States of 
America, where the Mints are open free of cost for everyone. 
Secondly, the State must not restrict the transport of the 
standard metal either into or out of the country. Thirdly, money 
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other than the standard must be exchangeable for coin of the 
realm, at a fixed rate and at all times. 

Each of these conditions is essential to the system, and if 
any one is not complied with, the equivalence of the money unit 
and the corresponding quantity of the standard metal breaks 
down, (.^onsccpienlly a metallic standard cannot guarantee the 
lixed value of the money unit. Eor this purpose we require a 
system which enables the supply of money to adapt itself immedi- 
ately, automatically and of set purpose to the existing demand. 
This a metallic standard can never achieve. My principal 
objection to the metallic standard is not only that for so simple 
a business as the settlement of debts and claims it can find no 
medium less costly than gold and silver, so that quantities of 
these expensive commodities must lie at call in the Circulation 
Banks. This is indeed a costly expedient, but as the system 
does not guarantee the fixed value of the money unit, the sacri- 
fices which it entails fail to achieve the object for which they 
arc made. 

For the siqiportcrs of a metallic standard, the fixed value of 
money means no more than an equivalence between the money 
unit and a quantity of the standard metal, and they choose for 
the latter a very precious metal of great durability, on the value 
of which the yearly tluctuations in the volume of production 
have comparatively little influence. Hence the stock once 
produced is pr(\servcd, and the further quantities which become 
available flow into a I’escrvoir of such capacity that the value of 
the unit is but slightly affected by the addition of the yearly 
production of the standard metal. Thus it was hoi)ed that the 
quantity of currency would be adjusted to requirements, while 
at the same time the purchasing power of the unit would bo 
kept reasonabl}^ constant. 

It is, however, not difficult to see that so far from guaranteeing 
the constancy of the purchasing power of the unit, the conditions 
necessary to the existence of a metallic system constantly 
jeopardise it. Obviously there can be no question here of a 
deliberate adjustment of the supply of money to the existing 
demand.^ The production of the standard metal is a branch of 

' I will not .stop to (li.spu.ss Irving Fishor'.s jJnn, wliioh ha.s boon rcpoatrdly 
c‘on.si<kre(i hero in Ilollmul, /. e. tho attempt to ensiiro a fixed valuo for tho 
money unit whilt; retaining a mctallio standard. Tlio idea is that tho (joverii- 
inent sliould nominally incrca.so or roduco tho weight of tho gold coin according 
to existing rcqiiiicincnts, i. e. abolish tho relation between tho value of the gold 
bnllioJi and that of tho money unit. Fisher thus admits by implication the correct- 
ncbo of my coiileiition that tho gold standard cannot guarantee the fixed value 
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industry, like any other, and develops without reference to the 
community’s need for a monetary unit of fixed value. Gold was 
produced in the first instance for the commodity market, but its 
adoption as a medium of exchange greatly stimulated produc- 
tion. Hence the right, existing in gold-using countries, of 
turning the gold at will into currency, a right which in Anglo- 
Saxon countries is not even qualified by a charge to defray the 
cost of coinage. Those who in th(‘se countric's desire to turn 
bullion into coin suffer no more than the loss of interest incurred 
in the interval required for minting, and that only in the event of 
standard coin not being immediately available. 

The discovery of rich goldfields must inevitably weaken the 
purchasing power of the money unit, first in the gold-using 
countries, and then through the influence exerted by the rise 
of prices in these countries on tlie international commodity 
markets in the ivorld at large. 

Although the index figures in general use arc not ideal as a 
standard for determining the purchasing power of money, yet 
they undoubtedly confirm my theory by verifying the changes 
which I should expect to follow on variations in the production 
of gold. Thus Casscl’s valuable graphic representation, on 
p, 410 of his Theoretische Nationalokonmnik shows the con- 
nection between the curve of the gold supply and that of the 
level of prices.^ And Bendixen was not wrong when he drew a 
comparison between the effects produced on the economic life 
of the community by the work of the gold-digger and the state 
issue of paper money. Money is created when the gold-digger 
finds gold, and coins or sells it to a (Circulation Bank, or equally 
in the modern business community when a Bank grants credits 
to its clients in excess of the cash deposits which it holds. Bank 
credits can be regulated so as to ensure that they will not 
jeopardise the fixed value of the money unit. But no such rule 
can be made for the production of gold, the quantity of which 

of tho money unit. But it would surely be better to relievo the eomiriunity 
altogether of tho necessity for tho use of tho costly yellow metal os a basis for 
its monetary system, and to utilise for tho introduction of a noii-metallic system 
the instrument provided by tho general iiulex tigures, whirh are indispensablo 
even in Fisher’s system. 

^ 'i’hat tho parallelism of tho two curves is not more exact is attributable 
portly to the fact that tho index tigures uscii by (Missel do not by any moans 
illustrate tho actual general level of prices of goods and services, and partly to 
the fact that tho production of gold is no longer the only factor determining 
the amount of money in circulation, the development of banking facilities having 
come to play un important part. If tho index figures used had covered tho 
ground more adequately, there would have been a closer connection between tho 
two curves. 
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is controlled by causes which are quite independent of any views 
tliat may b(^ held regarding the desirability of a constant money 
unit.^ 

The objections to a metallic standard are even more serious 
when we consider not the general theory of the subject, but the 
practice of individual countries. The Government and the 
Banking authorities of a particular country may be alive to the 
desirability of keeping the value of the money unit constant, 
and most anxious to secure this in practice. Yet their efforts are 
likely to be frustrated by the influence which fluctuations in gold 
production exert on the level of prices both at home and abroad. 
And further, their own standard wiW inevitably be affected by 
errors in the financial policy of other countries, where for some 
reason or another no attempt has been made to secure a money 
unit of fixed value. If the money unit in one country becomes 
depreciated, gold will be exported, and as a natural consequence 
the value of the money unit in other countries will depreciate also. 

Holland has recently experienced the truth of this theory. 
Although during the war all the belligerent countries prohibited 
the export of gold by private individuals, yet owing to the 
depreciation of their paper currencies, gold actually left these 
countries in a continuous stream, and a large quantity found its 
way into Holland. This stream she could not have diverted, 
unless she had added to the prohibition of the export of gold, 
imposed in an evil hour, a countervailing order prohibiting the 
import of gold at the mint price tlien in force. This was the 
course adopted by Sweden and Spain, which thus emanci])atcd 
themselves completely from the gold standard. Holland, on 
the other hand, saw her stock of gold increase from about 160 
million florins in 1912/1913 to 730 million florins on April 13, 
1918, and there was an accompanying rise in the circulation 
of notes from about 300 million florins in 1914 to over a milliard. 
This stupendous inflation, apart from the equally marked 
increase in the current account balances at the Netherlands Bank 
and the increased volume of the deposit business, must inevitably 
have caused a sharp fall in the value of the money unit, as soon 
as the shrinkage in the demand for money followed the turn in 
the tide of business. There is not the least doubt that the rise 
in the level of prices in this country, with all its deplorable con- 

* Under a non-metnllic system of money hii increase in the gold supply does 
not affect the general level of prices, being in no wise different from an increase 
in the production of any otlier class of goods. In goM -producing countries 
an increase iii the production of gold would, othc'r things being ecpial, lead to 
a fall in prices. 
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sequences, is mainly due to tlie fact that when the supply of 
goods began to diminish, the supjdy of money, instead of being 
correspondingly reduced, had increased to much more than 
three times the pre-war quantity. 

The increase might indeed not have been quite so great, but 
some increase was inevitable so long as Holland adhered to a 
metallic basis for her currency. Even if the Bank had restricted 
itself to tlie issue of gold certificates against the stream of gold 
pouring into the country, and had kept a cover of 100 per cent, 
on the new notes issued against gold imports, the money in 
circulation would still have been increased by half a milliard 
florins. 

The same difficulty is being experienced in the United States 
of America to-day. According to the latest returns, the gold 
supply in the Federal Reserve Banks now amounts to about 
three milliard dollars. Not only is this too much for the require- 
ments of the country, but it is undesirable that so large a share 
of the national wealth should be locked up in gold at the Banks. 
Under a gold standard, however, the surplus can leave the 
country only when a fresh period of currency inflation has set in. 
The Economist of January 13, 1923, expressed a reasonable doubt 
whether the Americans would accept the position, and con- 
sidered it not im])robal)le that an arrangement on the basis of 
fixed price-index figures might be adopted to guard against 
further fluctuations in the general level of prices. This is not, 
however, I am convinced, compatibh' with the maintenance of 
a gold standard. 

A metallic standard can afford no guarantee of the preser- 
vation of a fixed money unit. The variation known as the gold 
exchange system, useful inasmuch as it diminishes the volume 
of gold in current use, is even le.s.s able than the unmodified gold 
standard to guarantee tlie constancy of the money unit. A 
general acceiitance of the gold exchange standard would con- 
siderably limit the demand for gohl for current transactions, 
and would leave larger quantities of the metal for tlu' industrial 
arts. Any increase in gold production, or an inward flow of 
gold from otlu‘r countries, finding the industrial market clogged, 
would flood the money market, and cause a correspondingly 
greater depreciation of the standard uiiit.^ 


' Tho anticipation of a general adoption of the gold exeliango standard, 
and of tho eonseqia'nt iliriiiiuition in tho use of gold, will noeesHarily do|)ress 
the valno of tho motnl (in relation to good!^ and sorviocs) and so prevent a 
permanent restoration of piv-war pii«*es in gohl florins, gold francs, etc. 
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A non-iiiolallic standard, on the other hand, is eminently 
fitted to ensure the constancy of the money unit. Even Lans- 
biirgh, staunch supporter as lie is of the gold standard, admits 
in his sixth letter devoted to the question of exchange, that it is 
quite possible to conceive a sound monetary system entirely 
a])art from gold. If all supporters of the gold standard would 
admit as much, this would be a great step in advance. It seems 
to me, however, that we mn.st go farther and maintain that only 
a non-metallic system can realise the object at which we aim. 
Under a system of this kind, money is created by agencies which 
are capable of making the supply adapt itself to the demand, 
and thus of keeping the value of the money unit constant. This 
is done by variations in the rate of interest. The demand for 
money is, of course, beyond the control of these agencies, depend- 
ing as it docs on the interplay of the forces of commercial life, 
lint the supply of money can be regulated by these means at 
will, and quite independently of what may be happening else- 
where. Depreciation and inflation of money beyond its frontiers 
will leave the value of money entirely unaffected in a country 
which has adopted a non-metallic system, and has determined 
that this value shall not be weakened. 

I do not propose to discuss here the details of a non-metallic 
system of money, as I do not wish to divert attention from the 
main doctrine. The arrangement could, however, be extremely 
simple. I prefer to close this essay with a brief consideration 
of the objections that have been raised against a non-metallic 
standard. It may perhaps bo argued that even if the system 
were more successful than any other in guaranteeing the con- 
stancy of the money unit, it might yet involve practical 
difficulties so serious as to make it unworkable. 

To throw the entire gold standard overboard involves the 
loss of a definite use for gold, and consequently a fall in its value. 
The experience of the latter years of the nineteenth century, 
when silver was demonetis(?d, clearly proves that the value of 
precious metals depends very largely on the expectation of tlieir 
being used for currency pu.rposes. What might a priori have 
been expected did indeed take place, and would take place again. 
Silver depreciated considerably not only in terms of gold, but 
in teims of goods and services. Hence w'e may conclude that 
the abandonment of the gold standard would involve a loss for 
those countries which have a more or less considerable quantity 
of the metal at their disposal. Countries such as the United 
States of America and Holland, whose supplies had greatly 
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increased of late, would be heavy losers. This is the first objec- 
tion which is raised to the introduction of a non-metallic monetary 
standard. 

It is very regrettable that, despite repeated warnings, the 
Dutch have persisted in investing a considerable portion of tlieir 
national wealth in gold, and that, moreover, at a time when the 
depreciation in the purchasing power of gold had undoubtedly 
set in. It is no less regrettable that they were subsequently 
induced to purchase large quantities of German paper money, 
which was already rapidly falling in value. Unless Holland 
decides permanently to retain quantities of gold out of all pro- 
poition to the needs of either her home or foreign trade, and 
constituting, moreover, an altogether unjustifiable luxury, she 
must inevitably lose on her gold reserves. As I argued in 1917, 
she cannot rid herself of the gold unless the value of the florin 
should fall in comparison with the money unit of other gold- 
using countries.^ This means that we pay high prices for our 
imports, and that when we come to export our gold, we shall 
receive in exchange less value than we originally gave for it. 
This loss is now unavoidable. 

The introduction of a non-metallic system would not, however, 
involve the community in any further loss. Since a gold standard 
is not essential to trade, and since the fixed value of the florin can 
be much better secured on a non-metallic basis, the nation will 
not lose but gain by turning its stock of gold into useful goods,- 
converting, as Adam Smith said, this portion of its unnecessary 
highways into fruitful land. Thus, even if the introduction of 
a non-metallic system should cause the market price of gold to 
drop to the level of its commodity value— an extremely improbable 
contingency- the loss of its gold would still be a matter of 
indifference to the community at large. But so long as any 
other country retained the gold standard, gold would continin^ 
to have more than its mere industrial value, and the nation 
which adopted a non-metallic system would enjoy this margin 
of gain. 

The only sufferers from the change in the function of gold 

^ This tho florin has actually done for the past thret^ years. I certainly 
could not have foreseen at tho time of writing tliat in .sj)ite of lliis depreciation 
wo should continuo to retain the gohl which poun'd into tho country. 

* Tho transaction would react injuriously on the Netherlands Dank only if 
(in consequence of tho change) tho universal price of gold dropi)ed below lt>48 
florins jjer kilogram. As long as this limit was not reached, tho I5:mk would 
not suffer by getting back the notes originally issued against gold and now 
withdrawn. 



152 


TflE ECONOMIO JOURNAL 


[JUNE 


would be tlio owners of gold-mines, and lienee the countries which 
produce and export gold in considerable quantities. Neither 
Holland nor its colonics produce gold on a large scale. Wo 
should, of course, feel some adverse effects, from the backwash 
of the loss in purchasing power of the countries affected. But 
on the whole the change would be to our advantage, provided 
wo did not lag behind other countries in adopting it. 

Another objection adduced, e. g, by Diehl, ^ is the fear that 
the public would have no confidence in non-metallic money, and 
that this could not therefore be used as a medium of exchange. 
There is not, however, the least ground for supposing that con- 
fidence would play any part in a situation where supply and 
demand are the determining factors. The “ flight from the 
crown ” in Austria, and the “ flight from the mark ” in Germany 
are not only comprehensible, but are directly due to the financial 
policy pursued by these countries : they do not indicate an 
aversion on the part of the inhabitants from non-metallic money. 
Had the Governments of these two countries taken precautions 
to ensure that the purchasing power of their money units were 
maintained at a uniform level there would have been no flight 
from the mark, etc. The latter is interesting purely as an illus- 
tration of inflation, and the valuation of paper marks outside 
Germany, as an object of speculation, has nothing whatever to do 
with the question of the utility of this kind of money as a medium 
of exchange. 

It is true that non-metallic money is acceptable only because 
and as long as it is known that the issuing authority will accept 
it as legal tender. This does not, however, mean that public 
confidence plays any part in fixing the value of money — it only 
explains why this money is generally negotiable, and why it is 
accepted as a medium of exchange. 

I need not devote much space to the argument that a metallic 
system is essential for the maintenance of the parity of exchange. 
The level of exchange is determined by the relative purchasing 

* Jahrbitvh fur Nat, Otk. and Slatistik, 191G. Vol. 52, p. 721. i'or tho 
other side see Heyn in WeJiu), Archiv.y 1917, }>. 02; also Dr. van Dorp in Da 
Kronomist^ 1917, p. 791, for further details. Tlio latter held that the changes 
in tho relativo iinlebtcdness of different countries explained changes in tho 
value of tho money unit. A change in the purchasing power of money in the 
home market can exert an influtmeo on the balance of payments. The latter 
docs not, however, determine the purchasing power. 

* It must bo frankly adiriitted that this omission is largely attributable to 
the late war and its termination. No one would maintain that these countries 
eould have preserved a motallic systeni during nil these years. None of the 
belligerent eoimtries did so. 
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power in the home markets of the money units of the countries 
which draw bills and have bills drawn on them. In normal times 
if the home currency becomes depreciated, each delivery of goods, 
stocks or claims to foreign countries, even to a limited extent, 
tends to restore the parity of exchange. Gold could certainly be 
used for this purpose, but its use is not essential, and in practice 
it plays but a minor part. If the depreciation did not supply its 
own corrective by the alteration in the balances of payments 
which it brings into force, the issue of cheques, supplemented by 
the traffic in bills and stock, would achieve the same results as 
the export of gold. And in abnormal times, such as the years 
following 1914, the metallic basis of the money systems proved 
wholly inadequate to guarantee a fixed rate of exchange — a fact 
borne out by the general prohibition of the export of gold. 

We now come to the last, and apparently most serious objec- 
tion to a non-metallic system, viz. that as long as there are trees 
in the forests the material for its money unit will be available in 
unlimited quantities, while the production of the precious metals 
is strictly limited and likely to remain so. To this I would 
adduce two answers. In the first place an essential condition of 
a sound, non-metallic monetary .system is not only that the State 
shall refrain from the direct creation of money (always excepting 
the small coin which is legal tender only in limited quantities), 
but that the State as a borrower from the note-issuing Bank to 
which the regulation of the supply of money is entrusted shall 
enjoy no preference over any other private person. And in the 
second place, whatever arrangement may be considered the most 
competent to ensure the constant value of money, the proper 
working of such a system requires that the maintonaiicc of the 
value of the money unit shall be recogni.sed as a Government 
function of paramount importance. If this condition is fulfilled 
there is no danger in a non-metallic standard; without it, the 
maintenance even of a metallic standard is not assured. 

For all the foregoing reasons I am convinced that the develop- 
ment of currency systems tends definitely towards a non-metallic 
standard. This tendency will be encouraged rather than retarded 
by the economic events of the past few years, and by the researches 
into currency jwoblems which these events have stimulated. 
At the same time I am quite prepared to admit that the change 
cannot be expected to take place in the immediate future. The 
most urgent necessity of to-day is the stabilisation of currency. 
And if we are not yet ready to accomplish this by means of a 
non-metallic system of money, we shall still have made great 
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progres?s if we use the gold exchange standard for the purpose. 
This will clear the way for a currency system completely indepen- 
dent of gold — the solution to which I am convinced that the 
future belongs. 

C. A. Verrijn Stuart 

University of Utrecht. 



THE SITUATION IN THE RUHR 


It is well known that the events in the Ruhr are due to certain 
shortages in the German deliveries, of which the economic import- 
ance — the legal questions will not be touched on here — can 
be gathered from the fact that the most serious of them, that in 
coal, amounts to 15*6 percent., according to the French estimate, 
and according to the German to 11 per cent., of the annual 
obligation. In truth all the shortages are only a trifling part 
of the German deliveries stipulated for in the Treaty of A ersailles. 
Even though one does not accept the Rathenau estimate of 45' 6 
billion gold marks, or the later German estimate of over 50 
billion gold marks, still, according to the calculations of the 
Reparation Commission, these deliveries constitute by far the 
greatest economic effort ever accomplished by any nation after 
defeat in war. On account of these shortages, ]\I. Poincare, 
as he announced to the world at the beginning of January, sent 
a commission of engineers and oflicials into the Ruhr district 
to obtain more coal, and particularly more coke for France, 
than she had hitherto received from Germany. This initial 
aim has not been attained. 

There arc several distinct phases discoverable in the prosecu- 
tion of this aim to-day. The object at first was simply to compel 
the deliveries of coal, which the Germans were already providing, 
to France and Belgium and to the occupied territory on the left 
bank of the Rhine. Then, the coal cars concentrated in the 
stations, and not those actually in transit, became the objective 
of French desires. Wherever such a concentration was discovered 
by aviators, a strong military force immediately took possession. 
But this also came to an end when the Germans ceased such 
concentrations. Then it was decided to seize the coal itself, 
which could be effected most easily at the dumps, where reloading 
alone was necessary; for which purpose Poles, Italians and all 
sorts of French were used, mostly men who were neither used to 
nor equipped for hard work. The result was disappointing, 
not only in quantity but also in quality. To all appearances 
this third phase has also come to an end. The seizure by the 
French of an increasing number of the shafts themselves may be 
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connected therewith. Whether greater results can be obtained 
therefrom is very questionable. For the expulsion of the German 
railway officials and workmen — it is a case of exile and not of 
strike — is beginning to make itself felt. The complicated equip- 
ment of the railways in the Ruhr has been so damaged by the 
French operators that in many particulars it fails to function. 
'I b destroy was easy, but to repair is apparently by no means so 
easy of accomplishment. 

That the general result of this great effort is very small seems 
clear. According to statements made at Paris, published in 
the MiUicliesler Guardian of April 5, 1923, there had been trans- 
ported to France since January 11, 91,000 tons of coal and 43,000 
of coke. German estimates covering tlie same period are about 
100,000 tons larger. But w'hich figures are correct is a matter 
of small consequence. For in the same period the French would 
have received over four million tons from Germany, whilst even 
according to the most favourable figure the French have actually 
received but 5i per cent. 

This failure to obtain coal and coke has resulted not only 
in the French iron industry not receiving the benefits promised, 
but, on the contrary, in its fuel situation growing distinctly worse. 
Kven before the war there was admittedly an over-production 
of iron ore, and consequently of iron and steel, and an under- 
Ijroduction of coal and coke as well as in the iron-using industries. 
On balance there was an exportable surplus of ten million tons 
of iron ore and 600,000 tons of iron and steel, against a require- 
ment of three million tons of imported coke and a considerable 
demand for the finishca products of the iron-using industries. 
The Peace Treaty, which neglected most economic considera- 
tions, has greatly increased this lack of internal equilibrium. 
The rich iron ore dei^osits of France have been so enlarged that 
she possesses to-day, according to her own estimates, more than 
one-half of the sources of supply. Similarly her blast furnace and 
steel industries liave been increased through the wonderful 
German plants in Lorraine, which were primarily used to supply 
the finishing works in the rest of Germany. The demand for 
coke has thus been increased, and it has become necessary to 
find outlets for a very large amount of iron and steel. 

There are three possibilities of ameliorating this unsatisfactory 
condition. The first is to increase the French production of coke 
and to enlarge the iron-using industry of France. For this, 
however, neither the productive power nor the eales-organisa- 
tion is sufficient. There has been hardly any effort to adopt 
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this course. The second possibility is through a business under- 
standing. This has been proposed by Germany, and Germany 
to-day is still willing to carry out such a plan. At times the 
eastern group of the French iron-masters, which can be called 
the Bernhard group, has seemed to take an interest in this 
proposal. 

But the makers of the Versailles Treaty, to whom the western 
group under Schneider-Creuzot stands closer, have preferred 
the third possibility. They wished to substitute dictation for 
agreement, political power for economic reason. They over- 
looked the impossibility of satisfying economic needs by force. 
'J'his mistake of the French soon became apparent. On Jiumary 
1, 1923 there were 221 blast furnaces in France, of which 116, or 
slightly more than half, were in blast. Of these, according to 
a statement in the trade ixiiier UUsinCy 26 were blown out in 
January and 20 in February. According to these statistics 
the number of blast furnaces in operation on March 1 — later 
statistics are not at hand — had fallen to 70, or less than one- 
third. The cast suffered most. The Schneider group in the 
west could protect itself, whereas the Bernhard group in the 
east could not. 

On account of this undeniable failure, the first and only 
admitted purpose of Poincare has disappeared more and more 
into the background. It was soon no longer a secret that the 
present aim is to cut off the occupied lluhr district from the 
rest of German economic activity, and thereby to damage German 
industrial and commercial life to such a degree that Germany 
will not resist further dictation. It cannot be denied that this 
new aim has been technically reached, in a general sense. In 
the first instance this has been achieved by the restriction of 
transportation. This has been carried through in such a manner 
that the trunk railway lines in the west running along the northern 
and southern borders of the newly occupied region have been 
put under military control, and everywhere along the eastern 
border and elsewhere carefully planned control stations of railway 
traffic have been established. At present only about ten trains, 
averaging fifty cars, are allowed to i^ass out of this newly occupied 
region per day, that is six and a half with Keparation coal for 
Italy, two for the English occupied territory around Cologne, and 
the remainder for Holland and Switzerland. The river traffic, as 
well, has been restricted in much the same manner. Such a 
strict watch is maintained on the Rhine that it can only be used, 
practically, for foreign freight traffic, and through the blowing-up 
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of the bridge over it at Henricheiiburg, the Rhine-Herne canal, 
of whicJi the water is drawn mainly from the Weser, has been 
blocked in its most important section. 

To this rigid system of the control of transportation is added 
the control of exports. The French have, as is well known, 
proclaimed a prohibition of exportation, except under a licence 
granted by them on payment of a tax of 10 per cent. As these 
measures of the French are considered by the Germans as viola- 
tions of tJie Versailles Treaty and of International Law, the 
German economic organisations, especially those of the workmen, 
liave decided to refuse obedience to the French proclamations. 
"The Gei'inan working-men *s organisations in particular adhere 
to this decision most tenaciously, even when the French, taking 
advantage of tliis German position, make all sorts of important 
German transactions dependent on the fulfilment of trivial 
French formalities. 

Though it cannot be denied that, t(?chnically, this isolation 
has been highly successful, nevertheless it has not accomplished 
its politico-economic purpose. To be sure?, the economic life 
in botJi the occupied and unoccupied territories has been unfavour- 
ably alfcctcd. This is natural. But the consequences have not 
in the least brought about the intended political results. 'Ihc 
contrary is the case. The s])irit of determined resistance has 
been strengthened. For the Ruhr is the liomo of the most stub- 
born part of the German race, whose will grows stronger when 
opposed. 

As far as the economic situation which has been created by the 
excision of the Ruhr is concerned, it cannot easily be described. 
But however great may be the differences in the individual 
branches of industry and in various places, w'ell-pronounced 
particular features stand out. It is of the utmost importance 
that the demand for goods in the occupied region itself is so large. 
There is perhaps no district in the whole world which, so far as 
industrial products are concerned, can provide for itself with 
such completeness. In so far as producers do not work to supply 
the demand in the occupied region itself, they manufacture 
to provide a stock for the future. Finally, a third consideration : 
the producers and their plants in many branches of industry 
have been overstrained lor the last ten years. Production has 
never been as efficient as possible, but rather as rapid as possible. 
To-day thought has been taken for improvement and enlarge- 
ment of the production plants, ^\hich explains why in spite of 
its excision the Ruhr region suffers so little from unemployment. 



1923] 


THE SITUATION IN THE RUHR 


159 


This also explains why the French Government again changes 
its stated aim. It appears at present to desire to stop economic 
activity in the Ruhr region altogether. At the moment it cannot 
be foreseen how the Ruhr industries will be affected by this 
new situation. They are, in themselves, too many-sided to be 
effectively controlled. 

As far as unoccupied Germany is concerned, the cutting off 
of that part of its territory which is more important than any 
other in sup 2 )lying raw materials, has naturally had consequences 
which arc analogous to those of the blockade. But, contrary 
to war conditions, unoccupied Germany is to-day open to foreign 
countries. In the neighbouring foreign countries there has 
developed an active competition for the German market. The 
offers of coal by England, Poland, Czccho-Slovakia and Austria 
exceed Germany's present capacity to utilise them. 

This strange situation is to be explained also by the failure of 
demand through the stabilisation of the mark, which, like all 
stabilisation, has had this consequence. The expected has 
happened. As soon as the continuous decline of the mark was 
arrested, it became apparent that in many branches German 
industries were working at a greater production cost than the 
industries of foreign nations. 

Finally, the cutting off of the Ruhr has had an influence on 
foreign countries. This is not everywhere the same. While 
on the one hand tlio stop])agc of the purcJiasing power of the 
Ruhr district, and also of the whole territory on the left bank 
of the Rhine, is felt in the world market, so, on the other hand, 
is the absence of its competition. In some branches of industry 
the first is most felt, in others the second. 

Naturally at first the disappearance of the German competition 
was most apparent. It was felt particularly in the coal and iron 
industries, especially as it was immediately followed by a like 
falling off in the French and Belgian iron industry. The strong 
unsatisfied demand which sprang up for these jiroducts drove up 
tremendously the prices of coal, coke, iron and steel. 

But the importance of all this must not be overrated. Every- 
one realises that this is no more than a momentary episode. 
This strong demand will subside in a short time and will even 
swing in the opposite direction. Eventually the stocks, which 
are beginning to accumulate in unreasonable quantities, must 
flood the market. Still more important is the fact that the price 
increase occurs first in raw and auxiliary materials. This means, 
therefore, to other industries an increase in their own production 
No. 130. — VOL. xxxiir. 
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costs, and makes it difficult for them to take full advantage 
of the removal of the Ruhr competition. If, on the one hand, 
the effects of the disappearance of this competition make them- 
selves felt immediately, this is not true in the same degree as 
the disappearance of its market. 'J'he world market will be 
affected thereby much more slowly and also more universally, 
although it may be difficult to prove its effects in any one par- 
ticular instance. If all these factors are taken into consideration, 
one reaches the conclusion that on neither side will be found 
causes which will force a speedy termination. It is true that the 
sufferings and the damages caused to the Germans arc the greater, 
but the Frencli have managed to counterbalance this. For they 
have, as is well known, created an atmosphere of resistance in 
the Ruhr district which the Germans themselves never could have 
produced. In the Ruhr public sentiment, and not the amount 
of suffering, will turn the scale. 

On account of this balance of forces the prospect for the future 
is very gloomy. For even if the French measures are directed 
against the civil population, the German nation will indirectly be 
the hardest hit. Its economic and financial organisation is suffer- 
ing now even more than through the war, and only in so far as its 
aim is the destruction of its ])roductivity can the occupation 
of the Ruhr be considered a success. The menace alone of the 
occupation has had a disastrous effect. 

In the middle of 1922 the situation in Germany had con- 
siderably impi’oved as a conscquiuice of tJic great tax reforms. 
Previously, while tlic question of internal order in Germany 
was still unsettled, and while also such far-reaching exterior 
political decisions as that of Upper Silesia were still pending, 
it was impossible to balance the German Budget. Just at that 
time this was accomplished to a noteworthy degree. In tlie 
four months from April to July the income was sulficient, not 
only to cov'er all disbursements of internal administration, 
and not only all the deficits of the State-owned undertakings, 
jjarticularly those of the railw\ay and the 2 X)stal services, but also 
to contribute a sum of C2 billion paper marks to the carrying 
out of the obligations of the Peace Treaty, which w\as in round 
figures equivalent to 340 million of gold marks. This w^as a 
hopeful beginning, which with reasonable care could have been 
much further developed. Such careful development was hoped 
for from the Paris Bankers’ Conference, which had been called 
together in Paris at the request of the Reparation Commission, 
with Mr. Morgan participating. 
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The situation then developed that France did not wish such 
a solution. Poincar6 destroyed all hopes by causing his repre- 
sentative, M. Sargent, to declare at this Bankers’ Conference 
that he would not agree to any measures which would modify 
the London ultimatum. He took every opportunity of stating 
that he would not permit in the discussions on any account a 
suggestion of any new arrangement of the reparation question. 

This prelude to the occupation of the Ruhr had as a conse- 
quence the terrible fall in value of the mark which occurred in 
the second half of 1922. The dollar rose from 317 marks in 
June to 7/589 in December. This frightful monetary depreciation 
upset all the calculations in the German Budget. The expendi- 
tures increased in these few months, largely because of this 
monetary depreciation, twenty -three-fold, and it was impossible 
to increase the income proportionately. There was nothing 
else to do but to cover the disproportion between expenditure 
and income through the medium of the floating debt. Whilst 
this had grown in the four months of April to July only to 25*9 
billion marks, that is to say, 31 per cent, of the national revenue 
for the same period, it now rose in the last four months of the year 
to 1163*6 milliards, or 260 per cent, of such revenue. 

What had been brought about merely by a threat has been 
greatly aggravated by the actual occupation of the Ruhr. For 
the cutting off of the most populous and economically the most 
highly developed territory in Germany means at the same time 
a very considerable decrease in JStatc income and a still greater 
increase in expenditure. How large this decrease in income 
is cannot yet be stated exactly. 

The effect on the debit side of the ledger is infinitely worse. 
First of all in the nature of things the Government cannot but 
make good all damages suffered by its citizens, mostly resulting 
from their having faithfully fulfilled their duties as such. Besides 
the particular sufferings of individuals there must bo taken into 
account the general sufferings of the iJopulation as a whole. Pre- 
ventive measures are partly recpiired, but the principal matter 
is to relieve already existing want. For instance, special measures 
must bo adopted to succour the greatly endangered children. 
Similar measures must also be aduiitcd for all the economically 
weak elements of the Thirdly, the emergency 

requirements of the State-owned enterprises are of no less im 2 )ort- 
ance. One is justified in saying that up to the beginning of the 
year the situation of the railwa\"s was promising. The divisions 
between the ordinary and extraordinary budgets were made 
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Oil a liealthy basis, and in tlie ordinary budget a condition of 
equilibriiini had been reached. All this the occupation of the 
Rulir lias destroyed. In the entire oceupied region the administra- 
tion of the railways produces hardly any income, but it also 
necessitates not merely the former but greatly increased expendi- 
tures on account of the thousands of exiled railway officials and 
workmen. In the unoccupied territory as well, the traffic of the 
railways has been affected by the necessity of putting into operation 
difficult and round-about routes, entailing increased costs. 

These observations should suffice to make it intelligible why 
the sum total of the floating debt, arising from discounted Treasury 
bills, grew from 1495 milliard marks on the 30th of December, 
1022, to 0600 milliards on March 29, 1923, that is to say, increased 
five billions in three months. 

It would be an error to deduce from these figures that the 
occupation of the Ruhr can no longer be borne. The present 
resistance is hardly affected thereby. But it is true that if this 
occupation continues for a long further 23criod, the power of pro- 
duction of the German nation will be so weakened that for a long 
time to come reparation payments will be quite out of the question. 
After all, it is only on the German powcT of production that the 
settlement of the rei)aration question depends. As Germany 
is ready to pay all she can pay, and never will i^ay more than she 
can, the Ruhr occupation, in so far as it weakens Germany’s 
power of j)roduction and ultimately destroys it, creates a cost 
which will be borne by Germany's creditors. Germany’s ability 
to i)roducc for France and the rest of Iier (;reditors will grow less 
and less the longer the occui)ation of the Ruhr lasts. What 
can be done by Germany to-day it will soon be impossible for her 
to do. This is as certain as a law of mathematics, and tliis Poin- 
care should consider if he really wants “ France to be paid and 
to be saved from financial disaster,” as he stated at Dunkirk. 
The occupation of the Rul)r is the worst conceivable means 
for achieving this result, 

Her.mann Schumacher 

Univeraitif of Berlin, 



PRICES AND WACxES FROM 1896-1014 


1. Writing in 1911 Professor Ashley summarised tlie recent 
changes in gold production as follows : “ 1'he output began to 
increase from 1890 onward by a rate of from two to four million 
pounds sterling a year; in 1897 the increase on the preceding 
year leapt up to seven millions, and in 1898 to ten millions more. 
It was checked ])y the South African War; yet in 1901-2 it 
remained well above what it had been in 1897. In 1903 its 
upward march was resumed ; and in six yeai's it reached its 
present figure of well over ninety millions {umiially, or between 
three and four times as much as the annual output during the 
forty years 1850 -1890. . . . There has been added to the world’s 
stock of gold during the last fifteen years, a (piantity considerably 
greater than the total amount of coin and bullion previously existing 
in Euroiie and America and the rolonies: a cpiantity more tlian 
half as much as tlie world’s total jirevious stock in all forms.” ^ 
As a result, ” we are probably well within the mark in regarding 
a rise of 10 or 12 per cent, in the general cost of living as the 
effect — to the present (then) time of tlie new gold sujiplies.” - 
Accompanying this marked exjiansion in the gold supply and 
associated rise in the general level of prices there was a marked 
alteration in tlie trend of real wages. WJiereas during the twenty 
years before 1896 the trend of general prices had been downward.; 
and the rate of real wages had been rising, tlie reversal of the price 
trend in the later nineties was acc*om})anied by a check in the 
upward movement of real wages, indeed, apaii. from tlie shifting 
of w’orkpeople from lower paid to higher occnjiation.s, the rate of 
real wages actually declined between tJic later nin(‘ties and the 
outbreak of the (Jreat War. This eolligalion of events suggests 
prima facie that the new gold, through the inilueiiee it exerted 
on tlic general level of prices, cauffcd tlic injury to the rate of real 
wages which accomi)anicd its advent. The purpose of the 
billowing pages is to investigate that thesis. 

2. A certain scepticism is aroused on this matter so soon as we 
extend our historical perspect ive. From t he end of the Napoleonic 

Oold and Prices, p. 17. 
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wars till 1014 English wholesale prices show four distinct trends, 
as distinguished from less fundamental cyclical movements. 
The facts, as recorded in Jevons’ and Sauerbeck’s figures, are 
brought out very cloarlj" in the following table : — 


Yoar. TnUox. 

I821-G 104 

1840-00 llfi 

1871-0 188 

1894-8 82 

1000 10 102 


Percentage 

change. 

- 25 % 
+ 20 

- 40 

4- 25 % 


Over the lirst trend period, fi’om the close of the Napoleonic 
wars till about 18r)0, when prices w^ere falling markedly, the wage- 
earning classes were very badly off, and the rate of real wages was, 
at best, rising slowly. Over t he second trend period, Jiowever, from 
the earl 3 ^ fifties till the early seventies, when prices were rising, the 
rate of real wages was also rising fast. Thus the association 
between a falling price trend and a gain to real wages, and a rising 
]jrice trend and a loss to real Avages, winch a])pcars during the tAvo 
contrasted price trends subsequent to 1870, is balanced by a 
contrary association during tJic tAvo parallel contrasted periods 
prior to that date. This circumstance makes it plain that onr 
])roblem is not an entirely simple one and that some caution in 
approaching it is necessary. 

3. Let us begin then by disentangling carefully several distinct 
things for Avhicli the adA^ent of ncAv gold might be responsible. 
Plainly, a substantial influx of it must, under a gold standard 
S 3 ^stem, raise the general level of prices aboA^e ivhat it would have 
been if CA^rything else had remained tlie same and the influx had 
not taken place. But it Avill not raise this level above icluit it was 
before, unless — banking arrangements and so on being given — the 
increase in tlic gold fund is more than j^roportionato to the 
contemporaneous increase in production. Therefore, wJien it is 
said that, over any period, an influx of new gold has raised 
prices, what is meant is that an excess of ncAv gold above what is 
required to keep i)ace Avith the production of commodities has 
raised prices. Plainly, howcA^cr, an excess of this sort might 
result either from an expansion in the gold supply, or from a 
contraction in production, or from a combination of both these 
things. This fact reveals an important ambiguity. When there 
is an excess of gold supply in the above sense, and, therefore, a 
rise in the general level of prices, several distinct factors have been 
in play, all of which may conceivably exercise a causal influence 
on the real rate of Avages. First, there is any absolute change in 
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the gold supply which may have taken place independently of 
the circumstances of commodity production here ; secondly, there 
is any absolute change in commodity production here that may 
have taken place independently of the circumstances of the gold 
supply ; thirdly, there is any change in the gold supply that may 
have taken place in consequence of a change in commodity pro- 
duction here ; and, fourthly, any change in commodity production 
here that may have taken place in consequence of a change in 
the gold supply. Finally, there is any change that may have 
taken place, as the combined result of any or all of these factors, 
in the level of general prices. It is ])lain that an upward movement 
of commodity production here, whether due to non-monetary 
causes, such as inventions or capital accumulation, or to the 
indirect influence of the increased demand for our commodities 
in terms of foreign gold, is likely to r(‘act favoura))ly on the rate of 
real wages, and a downward movement unfavourably. There is 
no apparent reason why an increase in the gold fund, inde])endently 
of any effects it may have on production or on prices, should 
affect the rate of real wages at all. A change in the level of gc^neral 
prices, however caused , may, it would seem jn'inui facie, affect this 
rate in so far as economic friction causes the money rate of wages 
to lag behind price movements. Thus, if production expands and 
prices fall, the rate of real wages should jise more than it would 
have done if production had expanded equally but prices had not 
fallen. It is essential to our purpose that these distinctions should 
be kci)t clearly in mind. 

4. Professor HoAvlcy lias shown that between ISSO and 1898 
the average of all incomes, wage incomes and non-wage incomes 
together, increased in money some ir> per cent. ; between 1898 and 
1910 some 20 per cent. ; while, when allowance is made for price 
changes, “ the average real income increased niucJi more than 16 
per cent, in the first period and much less than 20 per cent, (if 
indeed it increased at all) in tlie second period.’* ^ More generally, 
from the early seventies to the early nineties the country’s 
aggregate income of goods and services was expanding strongly, 
and after that the expansion greatly slowed down. It is plain 
that this change would exercise a causal influence in checking 
the growth in real wages that had previously been taking place. 
Unless, therefore, it was itself in substantial measure an effect of 
the increased gold output, or of the price movements associated 
with it, we must conclude that at least a part of the injury to 
real wages was not duo either directly or indirectly to these things. 

^ The Change in the Distrihitiion of the National Income, p. 19, 
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5. Now, common opinion holds that, so far from new gold 
supplies and an ui)ward i)rice movement consequent upon them 
checking productivity, they have a strong tendency to expand it. 
The cheapening of gold, like the cheapening of any other com- 
modity imported from abroad (the demand for which has an 
elasticity greater than unity), should stimulate British export 
industries. ]\roreover, when prices rise, this fact, apart altogether 
from the cause of it, lessens the real payments that business men 
have to make on capital borrowed at fixed money interest, and 
thus improves their position, increases their confidence and 
stimulat(\s tliem to increased act ivity. It must, indeed, be admitted 
that these considerations do not suffice to prove that new gold 
and consequent rising prices will actually increase productivity. 
As Dr. Marsliall has shown, there are impoitant considerations 
on the otlier side. The enhanced confidence that business men 
feel in times of rising prices is likely to increase ihc proportion 
of the nation’s lesources that is invested in worthless undertakings. 
Furthermore, the fact that business men are helped by an artificial 
reduction in the leal interest which they have to pay on their 
loans means that the pressure upon them to exert themselves to 
the utmost in order to maintain their position is diminished. 
And, lastly, tlie conditions of the struggle for survival being thus 
softened, weak men, who might otherwise have been forced out 
of business and compelled to sell t heir concerns to younger and more 
strenuous rivals, are ena])led to maintain their places somewhat 
longer. In these ways tlic average level of energy and capacity 
in the ranks of the captains of industry is reducc'd somewhat 
below the level at which, apart from the upward ju’ice movement, 
it would probably have stood. These considerations make the 
common view that rising prices brought about by monetary causes 
are beneficial to production at least doubtful. It is still true that 
“ One wants very much stronger statistical evidence than one yet 
has to prove that a fall of prices diminishes perceptibly, and in the 
long run, the total product iveness of industry.”^ Plainly, how- 
ever, wc arc not warranted, on the strength of this analysis, in 
deciding that th(3 advent of new gold and rising prices definitely 
damage product ivity. So far as our present knowledge goes, 
the main part at all events of the set-back that industry 
experienced in the period following tlic late nineties must be set 
down to causes independent of the gold movement — to such things 
as the absorption of capital in war and the close of the era of great 
transport improvements. Hence, so far as the set-back to the 
IVtarshall, Oohl and Silver Commieaion, Q. 9816. 
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rate of real wages results from the set-back to production, it was 
not due in any important degree to the influence of the new gold 
or the rise of prices. 

6. Professor Bowley has also exhibited a second significant 
fact. In the fifteen or twenty years following 1880 the iiroporiion 
of the national income (including income from abroad) that went 
to “ property ” fell from about 37^ per cent, to 30 per cent, or 
35 per cent, of the whole, but by 1913 it had risen once more to 
37 per cent. This might, of course, moan merely that the 
aggregate amount of jiroperty created through new savings 
increased more largely in the second ])eiiod than in the first. 
Had this been so, however, the real ratt^ of inlc'iest in the second 
period ought to liave declined. Tn fact tlie real rate of interest, 
as measuicd in the yield of consols, appeals to liave risen slightly 
and, as measured in the yield of other lixed interest stocks, 
dccidedl}". On the whole it appears, though the statistical data 
are very imperfect, that in the period preceding the middle nineties 
the rate of return to capital was falling a little relatively to the 
rate of return to eflort, including manual labour, and that, in the 
following jieriod, this tendency was revtnsed. Was the damage 
to the rate of real wages that this reversal implies a result of the 
new gold and the ])rice movement ? 

7. Whether or not h was so in part we sliall consider more 
closely in a moment. It seems clear, however, that it was not so 
altogether. For two factors can be distinguished, obviously 
independent of gold and prices, that mu.st certainly have contri- 
buted something towards it. The first of these factors is the 
large absorption, in the period from 1S0() omvaids, of resources 
in war — the Boer War, the Pvusso-.lapanese War, the P>alkan 
Wars— coupled with the fact that British cajiilal was more and 
more finding attractive o])enings abroad. Hence the annual 
additions made to industrial ca])ital available to co-operate with 
labour in this country were kept downi by influences that were not 
operating formerly. The second factor is that the supply of 
industrial labour in this country was expanding in an abnormal 
manner. Mr. Ijayton has exjflaincd the matter very clearly in 
the following passage ; “ The birth-rate leaelH’d its maximum 
about 1871, and the large number of children then born reached 
manhood during the nineties and arc now (1913) in the prime of 
life. Meanwhile, our improved liousing conditions and the 
progress of medical science have been keeping alive, not only a 
larger proportion of the infants born, l)ut also a larger number of 
the older folk, wdiose expectation of life is steadily lengthening. 
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The net effect of those changes has been that, though the total 
population increased fastest earlier in the nineteenth century, 
the available industrial population has increased most rapidly during 
the last two decades. This is shown by statistics of the number of 
adult males in the population at various censuses. . . . There 
has been an addition to the adult male population under sixty-five 
since 1801 of no less than two and a half million persons, an 
increase of about per cent., though in the same period the 
total male x^opulation has only increased by twenty-four per 
cent.” 1 TJiesc two factors in combination, the check to new 
capital created and the more rapid increase in the supply of 
industrial labour, naturally tend to push the real rate of interest 
up relatively to the real rate of wages; and would, other things 
bt'ing equal, cause the upward movement in the real rate of wages 
to experience an absolute, as well as a relative, check. 

8. Wo have thus satisfied ourselves that a part, and probably 
a substantial part, of the set-back experienced by the rate of real 
wages in the period immediately preceding tlu^ Great War was 
brought about by causes with which neither South Afiican gold 
nor the upward movement of prices resulting from it had anything 
to do as causes. There is still room, however, for the query 
whether any pai t of the set-back was caused by those things ; 
whether, if the South African gold supplies had been just sufficient 
to keep prices constant, the set-back to the rate of real wages 
would have been smaller than it actually was. As has already 
l^een indicated, the gold and ])rice movement may have reacted in 
some small measure adversely to production and, through pro- 
duction, to the rate of real wages. But there is no ground for 
holding that, in any event, this reaction can have been other than 
slight. Consequently, if any substantial part of the set-back to 
the rate of real wages resulted from monetary causes, these 
causes must have operated in a more direct manner. In the 
common view there is no difficulty about this. When prices 
rise, it is held, economic friction causes the rate of money wages 
to lug behind. The reason is that workpeople on the one side 
and employers on the other arc accustomed to think of wages as 
so much money, without paying much attention to the fact that 
the real meaning of so much money varies as prices vary. The 
lagging on the part of money wages implies a fall in real wages. 
In this simple way a part of the set-back, which the rate of real 
wages experienced in the period we are considering, was directly 
and necessarily due to the upward movement of prices. 

' W. T. Layton, Capital and Labour, pp. 38-9, 
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9. This apparently convincing analysis is, however, open to 
serious objection. The nature of this becomes apparent so soon 
as the process by which new money acts upon prices is clearly 
apprehended. We suppose that, apart from monetary causes, 
there are no influences at work tending to make aggregate pro- 
duction or the rate of real wages fall. When this assumption is 
not satisfied, the issue is altered in an important way that will 
be described iMesently. This assumption being made, however, 
it is plain that tliere is only one way in which new gold acts upon 
prices in a gold standard country such as England was in the 
period we are considering. The new gold flows into the Bank of 
England, with the result that the rate of discount falls and business 
men are encouraged to borrow more money to expand their 
business. They, therefore, purchase more raw materials. The 
increase in their demand for raw materials immediately raises 
the price of raw materials, and therewitli, ultimately, the price of 
a number of other things in the manufacture of which the said 
raw materials play a ])art. As a result of this process the jmee 
of some of tlie things that workpeople are aeemstomed to buy - 
coal, for example — will go up; and so far the rate of real wages 
is injured in the way suggested in the preceding section. But 
tlie main part of working-class purclia.ses does not consist of com- 
modities like coal, which .serve as raw materials of manufacture. 
It consists rather of staple common articles of food, of which 
wage-earners consume in the aggregate an enormously greater 
mass than other classes, and the prices of wliich arc only remotely 
connected with those prices of raw materials which the direct 
demand of employers fon es upwards. In view of this fact it is 
difficult to see how the advent of new gold can raise the prices 
of the principal articles of working-class consumption otherwise 
than by first raising their aggregate money earnings, and this — if 
we take a view sufficiently long to eliminate the effects of fluctua- 
tions of employment — is equivalent to raising the rate of their 
money wages. If, however, the advent of new gold only raises 
the price of the things wage-earners consume by the indirect 
process of raising their money wages, it obviously cannot be an 
influence making for a reduction in the rate of real wages. 

10. This difficulty is fatal to the opinion that an increase in 
the gold supply injures the rate of real wages in the simple way 
set out in § 8. It is not, however, fatal to a more highly elaborated 
form of that thesis. For let us suppose that, in the first instance, 
the prices of the things demanded by employers rise, but that the 
prices of the things consumed by wage-earners do not rise. If 
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this happens, it becomes to the interest of producers to transfer 
their resources and activities from producing wage-earners* goods 
to producing employers* goods. The supply of wage-earners* 
goods is in this way reduced, and, therefore, after a little while, 
their price is caused to rise — it may be before money wages have 
risen. That this is wliat was happening in the period prior to 
1914 is suggested by the fact that the price of house-room rose to 
a much smaller extent than the prices of other things consumed 
by wage-earners; for, if the immediate cause of the rise in these 
prices is a contraction of supply, house-room, the supply of which 
can only bo contracted slowly, would be the last thing to bo 
affected, (^^nfirmation of those suggestions is found in the fact 
that tlio period after ISHCi ditfeus from tJie period preceding it in 
that the ])rico of food relatively to the price of materials was 
decidedly lower than it had been. If the process of events 
was a rise in the price of materials and, in consequence of this, a 
continuing diversion of productive power to materials instead of 
food, the rise in food prices would naturally lag behind the rise 
in material prices, thus bringing about the lesult that is actually 
found to have occurred. We may conclude, therefore, that in 
this indirect way the influence of new gold during our [leriod, 
acting in conjunction wliU the stickiness of moiu'y wages, really 
did tend, in some measure, to deprer.s the rate of real wages. 
Possibly its elTect i?i this direction may liave been a little enhanced 
by an expectation on the part of dealers, bred of the price rise tliat 
had actually taken place, that all prices were going to rise, and a 
consequent tendency on their part to hold goods from the market, 
and so to bring about the fulfilment of their own forecasts.^ 

11. In the discussion of the two prec(‘ding sections it was 
assumed that there was no extra-monetary cause at work tending 
to reduce the rate of leal wages. Wlien there is sucli a cause at 
work, rising prices, liowevcr caused, may strike at the rate of n^al 
wages in a more dii’cct and simple way. The non-monotary cause, 
whatever it is, tending to force down the real rate of wages would 
have considerable friction to overcome if, in order to accomplisli 
its end, it Jiad to force down the mon(*y rate of wages. But, if 
piices arc rising, so that it can do this merely by jjreventing the 
money rates from going up pari passu with them, it has no 
friction to overcome. Obviously, therefore, it will operate more 

‘It may be that tlie evil plight of the wage-earners in Cerinany now is 
aeeentuated by this effect of an expectation of further inflation on the policy 
of dealers; though (ferman wage-eanier.s must in any event liavo sufferod lieavy 
loss in consequence of the collapse in tho productivity of Oermau industry and 
their own diminished efforts. 
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swiftly and effectively. If, then, the absorption of capital in 
war and the expansion in the number of adult wage-earners during 
our period were causes in themselves adequate, not merely to 
prevent the rate of real wages from rising, but actually to reduce 
it, the expansion of the gold supi>ly will have been able, along this 
route also, to strike a blow at the rate of real wages. On the 
whole, however, though no exact statistical investigation is 
possible, the general result of our study suggests that the part 
played by gold and price movements in causing the set-back to 
real wages of which we have record in our period was probably 
small. 

A. 0. PiGOU 



THE AGKICULTUllAL INQUIRY 

Agricultural Tribunal of Investigation, Interim Report. (Cmd. 

1842. Sv^o. Pp. ii + 12. Price 6d.) 

Commissions ” and “ Committees of Inquiry,” even with 
a judge as chairman, being a little discredited in these latter 
days, the late Government in its last hours, thinking the same 
thing might smell more sweet under another name, decided to 
set up a Tribunal of Investigation ” to inquire into agricultural 
methods. The present Government adopted the idea, so that 
the minute of appointment was signed by Mr. Bonar Law on 
the 26th of December, 1922. 

As if to mark still more completely the abandonment of the 
effete machinery of the past, the Tribunal is composed entirely 
of Professors, namely, Sir William Ashley, Professor of Com- 
merce at Birmingham, and Professors Adams and Maegregor, 
Professors respectively of Political Institutions and Political 
Economy at Oxford, its academic character being completed 
by the appointment of Mr. C. S. Orwin, Lecturer in Agricultural 
Economics at Oxford, as Agricultural Assessor. 

The reference to the Tribunal smacks of the 2 )olitician inexj)ert 
in economics and trying, as usual, to combine incompatible 
ideals. It is “ to inquire into the methods wliich have been 
adojited in other countries during the last fifty years to incroast? 
the prosperity of agriculture and to secure the fullest possible 
use of the land for the production of food and the employment 
of labour at a living wage, and to advise as to the methods by 
whicli those results can be achieved in this country.” What is 
‘‘ agriculture,” and when does it “ prosper ” ? Is “ agriculture ” 
in this context the cultivation of tiic fields, and if so, are we to 
consider it “ prospers ” (1) when more persons are employed in 
cultivation, whether their per capita product is greater or less, or 
(2) wlien the aggregate produce is greater, whether the additional 
produce is got by a more than proportional or a less than jiro- 
portional addition to the labour employed, or (3) when the 
I)roducc 2^er capita of persons employed directly and indirectly 
in agricultural jiroduction is greater, whether the aggregate 
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produce is greater or less? It was doubtless some obscure 
feeling that the prosperity of agriculture required definition that 
led the framer of the reference to add the words, “ and to secure 
the fullest possible use of the land for the production of food 
and the employment of labour at a living wage.” Tliese words 
suggest that his ideal of a prosperous agriculture was one in 
which the greatest possible aggregate produce is combined with 
the securing of a living wage to the persons employed, farmers 
being probably supposed able to look after themselves, and 
landlords, whether dukes or others, being taken as negligible. 
But this only makes the darkness visible. Tliere are few things 
more certain than that getting the greatest possible aggregate 
amount of produce out of the land will prevent what in twentieth- 
century England is called a “ living wage ” being available for 
agricultural labour, and indeed for any kind of labour. Every 
farmer and every person who has grown potatoes or peas in his 
garden for his own consumption knows by experience that it is 
“ not worth while ” to expend more than a certain limited 
amount of labour on the land, not because no additional produce 
could be got by additional labour, but because the additional 
produce would not be sullicient to remunerate the additional 
labour at the existing rate. To make arrangements for the 
fullest possible use of the land would be an attempt towards 
the attainment of the ideal, rightl^^ derided by J. S. Mill, of a 
” human anthill,” in which the people are as numerous as possible, 
and all enjoy a “ living wage” only in the literal sense of the 
barest necessaries of life in return for the longest possible hours 
of the hardest possible labour. 

The tliive Professors, who have all taught economics at oiuj 
time or another, must have been long acquaiiited with this 
economic commonplace, and the Agricultural Assessor has quite 
recently insisted on it, declaring that if tlie pe(q)le of (beat 
Britain want more agriculture they can have it by paying for 
it, with an emphasis on the condition whi(di to many agriculturists 
has seemed at least untimely. 

VV^e may suppose tiiat tiie Tribunal resolved to put a “ lil)eral 
interpretation ” on the politician s phrases, and to take it that he 
really meant his ideal to be the securing of the greatest aggregate 
produce compatible with the payment of a living wage to the 
persons employed, and that by a living wage he did not mean 
anything less than such a wage as country labour would be likely 
to accept having ngard to the remuneration obtainable in (jther 
employments. The general idea at the back of his mind evidently 
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was that the Tribunal should study foreign experience and find 
out from it how the efficiency of British agriculture might be 
improved — and a very good idea too. It may be, and probably 
is, true that British agriculture is already so efficient that a day’s 
labour of a given length and intensity in it at present yields 
more or better product than the same amount in most parts of 
Europe, but no one supposes that it has nothing to learn even 
from systems whicli, on the whole, are inferior. Moreover, 
“ other countries ” include not only European countries, but 
those other countries, British and foreign, across the oceans 
where the power of the agricultural worker to produce is far 
greater than in Europe. 

If any difficulty is felt about the acceptance of this interpre- 
tation of the reference, there can, at any rate, be no doubt that 
it intended the principal work of tlie Tribunal to be an investiga- 
tion of agricultural policy in other countries. It was never 
framed in the anticipation that the Tribunal might forthwith 
recommend a policy centuries old for stale old reasons which 
have been familiar to everyone for a century or more. Pro- 
fessors, however, read the newspapers, and the newspapers have 
discovered from the eastern counties strike and other indications 
that British agriculture is in a “ plight,” and that the business 
of the Tribunal is to pull it out. The Tribunal has responded to 
the call with a nimblcness which might be envied by mere 
politicians, and brought out an interim report in which the experi- 
ence of foreign countries appears as little more than padding, 
while the staple is recommendation of protective measures' based 
in no way whatever upon that experience. 

The report begins with “ the very serious crisis with which 
the agricultural industry in this country is faced,” and a descrip- 
tion of “ the gravity of the immediate state of British agri- 
culture ” which is intended to be blood-curdling, but, it must 
be confessed, reads a little tame to anyone familiar with con- 
temporary descriptions of the same thing after the Napoleonic 
War. In causing “ the depression in agriculture,” “ drought in 
1921 and the heavy fall of prices in 1922 have been main factors.” 
But the Tribunal has no proposals for stabilising the weather by 
methods successfully practised in other countries, and does not 
say that any other country has succeeded in stabilising the 
profits of agriculture in favourable and unfavourable seasons. 
Nor does it consider the cause of the recent fall of prices, and 
whether it is likely to recur ; nor how other industries have met 
the fall in the price of their products. The immediate crisis is 
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brought up merely to excuse the hurried presentation of a report 
recommending a few of the usual expedients for fighting one of 
the most enduring and most satisfactory tendencies of human 
progress — the tendency for an ever-diminishing proportion of 
human labour to be required for satisfying the human stomach, 
which, as Adam Smith observed, is of limited capacity. 

Agricultural co-operation and education, which the Tribunal 
proceeds to praise, are, of course, good things which accelerate 
this tendency to a diminution of the proportion of persons em- 
ployed in agriculture in the world at large, but if they arc more 
largely adopted in one country than in others, they may have 
the effect of concentrating more of the world's agriculture in 
that country, and so of tending to increase agricultural employ- 
ment in that country. Whether they actually have that effect 
in anj^ particular ease depends on the particular circumstances. 
That they would have it in this country the Tribunal assumes 
by putting them immediately after a paragraph (§ 9) of whicli 
the burden is a complaint that “ in every other country agri- 
culture plays a larger part in national life.” It may quite easily 
be true, but it surely requires some kind of proof. The countries 
which occur to the ordinary mind as those in which agriculture 
plays a very large part in national life are China, India and 
Russia, none of them specially remarkable for agricultural 
co-operation and education. 

But it is only after this that we come to the real business 
of “ Recommendations.” The first sugg('sts some extension of 
the proposals of the Committee on Credit Facilities, and the 
next asks for a 25 per cent, reduction of railway rates, at the 
expense of the taxpayer if it cannot be forced on the companies. 
Professor Maegregor dissents so far as the taxpayer is concerned. 
The third recommendation is for renovating and immensely 
enlarging the Agricultural Rates Act grant by making it equal 
to half the produce of the existing rates instead of half the amount 
levied in 189G. The stoek objection that this grant gives most 
relief where least is needed is not noticed, but Professor 
Maegregor thinks the recommendation at least precipitate. 

After subsidies. Protection, at first in somewhat ludicrous 
disguise. Farmers would like to iiave more wheat offals if they 
were cheaper, and it Jias been suggested that there would be 
more and cheaper offals if the importation of Hour were stopped, 
because then, it is argued, wheat would be imported instead of 
Hour, and be milled here, giving out its offals to the British 
farmer instead of leaving them behind to be sold in the country 
No. 130. — VOL. XXXIII. 
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of origin. '' It is probable,'* says the Tribunal, “ that such 
action would not raise the price of flour in this country, for the 
existing milling capacity of this country is capable of an output 
equal to our total consumption of flour.'* Apart altogether 
from the possibility that the few great mills in this country, 
when relieved of foreign competition, might combine to fleece 
the consumer, tliis is a very remarkable argument, which shows 
the value of a correct understanding of the doctrine of the value 
of joint products. At present, say, of every five bags of flour 
which we use made out of wheat grown outside the country, four 
have been milled here from imported wheat, while the other has 
been milled abroad, leaving the offals behind. Why this pro- 
portion ? Because, having regard to the prices of both flour 
and offals and the cost of milling in the A^arious countries of 
origin and here, this is the proportion which just pays. If 
more wheat and less flour were sent, it is very likely that the 
relative cost of milling would be inappreciably affected, but the 
change would quite obviousl}^ tend to reduce the price of offals 
here (as the Tribunal itself expects) and raise it in the countries 
of origin. How anyone could fail to sec that this would tend 
to reduce the quantity of wheat sent to this country, and conse- 
quently to raise the price of all wheat here, is difficult to imagine. 
And the position of the Tribunal is not improved by its claim to 
have found an eA^cn better way of cheapening offals without 
raising the price of flour to the consumer. After the words 
quoted above it goes on : “ We recommend, hoAvcver, that the 
import be left open, but that importers of wheat flour should be 
required to send a corresponding proportion of Avheat offals.** 
^Vith every three liundredAveights of flour, the importer must 
bring in (whether in tiie same ship or otherwise is not stated) 
one hundredweight of offals ! lieally, if Tribunals of Professors 
are going to make jokes of this quality, near akin to the “ jokers ’* 
of American protective legislation, tlie sooner we have the old- 
fashioned Commissions again the better. Anyone who has ever 
handled grain and flour knoAvs that if he has the choice of carrying 
a quantity of grain unmilled or the same quantity after con- 
version into flour and offals, he will elect to carry the grain 
unmillcd, and consequently the proposal of the Tribunal is fully 
equivalent to the prohibition of import which it professes to 
avoid. 

Having made this approach the Tribunal now gets to Pro- 
tection naked and unashamed. It proposes a duty of IOj. a 
quarter on malting barley if imported from foreign countries 
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and 66'. 8d. if from Dominions, and a duty of 206*. per cwt. on 
foreign and 136'. 4df. on Dominion hops. Modelling itself on the 
well-known and in every respect utterly discredited principle of 
the old English corn-laws, it actually recommends that the 
importation of potatoes should be prohibited except when 
licensed by tlie Board of Trade “after consultation with the 
Minister of Agriculture as to tlic extent of home supplies,*' w^hich 
means, of course, that the ports arc to be shut ordinarily but to 
be opened when the crop at home is unusually short. 

Professor Maegregor dissents from tlie recommendation about 
tlie imports of flour and offals, and from that about malting 
barley and liops, but accepts the potato proposal. 

The protection of the infant industry of beetroot sugar is 
to continue “ sufficiently long to enable the experiment to bo 
thoroughly tested ’* ; and all imported agricultural produce is 
to be marked with the name of the country of origin so far as 
practicable. 

The only other important recommendation is that six district 
agricultural wages boards should be set up in England and 
Wales to fix minima wages and give permits only. The argu- 
ment in favour of tliis is not w’cll knit, and is probably the result 
of combining the different contributions of several hands. The 
idea that something of the kind must be offered to buy off oppo- 
sition to the “ forms of assistance *’ inoposed is not definitely 
put forward, but seems to underlie the suggestion of §§ 35 and 36, 
that farmers will not w'ork Trade Boards well unless they “ can 
entertain a certain feeling of security w ith regard to their business 
prospects.*’ 

“ Low wages,” says the Tribunal, “ arc too often coincident 
with bad farming.” It would probably say the same of low 
rents. But if the farmer, like other producers, is driven to more 
efficient production by greater outgoings, why is he, unlike them, 
never driven to more efficient production by smaller incomings 
resulting from lower prices ? 'I’he Tribunal may fairly be asked 
to answer this question in its next report, or in the alternative 
to say definitely that it does not consider itself appointed to 
improve the productivity of agricultural industry, but to give 
ns as much agriculture as we arc prepared to pay for. 

Edwin Can nan 



econojMio psychology 


Economic Motives. By Zen as Clark Dickinson, Ph.D., Assis- 
tant Professor of Economics in the University of Minnesota. 
Harvard Economic Studios, Vol. XXIV. (Harvard Uni- 
versity Press. 1922. Pp. vii + 304. Price \2s. 6d. net.) 

J/?/ Life and Work. By Henry Eord, in collaboration with 
Samuel Crowtiier. (London : William Hcincmann. 1922. 
Pp. 289.) 

The question to which Mr. Dickinson addresses himself is 
one of great interest and moment. The main outlines of modern 
economic theory were framed by men who held, and to a large 
extent created, the body of psychological doctrine known as 
Utilitarianism or Hedonism. Since their day the science of 
psychology has made great strides. New methods of study have 
become available and new conceptions of the relations of mind 
and body have come to the fore ; and while the psychologists arc at 
least as far as the economists from being at peace among them- 
selves, there is something like general agreement that the grand 
simplicity of the hedonist hypothesis i.s inadequate and misleading. 
Docs it not follow that economists, in manqiulating the old 
apparatus of desire and utility, are fumbling with an outworn 
model, and building their elaborate constructions on a foundation 
of sand? 

It is a relief to find that Mr, Dickinson is able to answer this 
question in the negative. I had better confess at once that I am 
not competent to appraise the j>roce.ss by which he reaches this 
reassuring conclusion. So far as I can tell, his critical survey of 
the notions and methods of the newer psychologies is thorough 
and sensible ; but for all I know it may be incomplete and even 
wrong-headed. Certainly I find it an effort to believe that when 
I think 1 am thinking about my investments or the quantity 
theory of money I am really only a kind of battle-ground for 
innumerable niin\ite physiological processes, occurring largely in 
the tongue and the larynx, wliich are, as it were, nipped in the 
l>ud before they have a chance of altering my observable behaviour. 
But 1 have believed harder things than that at the bidding of 
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men of science ; and if the great Victorians Reason and Intellect 
have really fallen on such ill days, it is all the more comforting 
to know that those tiny twitchiiigs in the mouth come in the end 
to so nearly the same thing as that which I used to dignify by 
the name of thought. 

Mr. Dickinson’s vindication of the validity of economic 
science seems to rest on two main propositions. In the first 
place he reminds us that the first business of the economist is to 
observe how people act, — to emulate the modern psychologist 
in collecting and grouping and analysing the “ behaviour-data ” 
relevant to those branches of conduct in which he is interested. 
If men, in fact, buy more of a thing if the price falls, it is not of 
primary import to the economist whether they do so because 
they desire gain, or because they arc the victims of “ slight 
innervations, initiated at some remove by peripheral stimulation.” 
Even if tlie workings of the human mind (or larynx) are destined 
to remain for ever shrouded in mystery, there will still be plenty 
of useful work for the economist to perform. 

It is interesting to a Cambridge economist to find 'Sir. Dickin- 
son developing this point of view, for it is the note struck so 
forcibly by Mr. Henderson at the outset of his recent study of 
Supply ami Demand. But Mr. Dickinson seems more clearly 
conscious than Mr. Henderson that the economist bereft of a 
psychology, while he may be able to support life, can scarcely 
be expected to enjoy it. After all, most of us, I imagine, agree 
with Professor Pigou, that economic science would be a dreary 
affair if it promised us light only and not also a hope of fruit ; 
and if that is so, we are entitled and indeed compelled to take an 
interest in the nature of the fruit, and to inquire wliat that thing 
is which it should be the aim of statesmen and reformers to 
maximise. It may be worth reading and writing dull books in 
order to promote the happiness of the human race, but scarcely 
in order to promote the maximum turbulence of laryngeal 
neurones. Even Mr. Henderson cannot get far in his discussion 
of “ what is,” still less of “ what ought to be,” without reintroduc- 
ing that familiar hierarchy of desires and enjoyments which he 
has started by cutting in the street ; and Mr. Dickinson’s whole 
book is inspired by the conviction that p.sychology does matter 
to the economist. 

For this reason more weight seems to me to rest on the second 
main plank in Mr. Dickinson’s argument. Very briefly, he 
Concludes tliat the gap between the old hedonist doctrines and 
those of modern Behaviourism is much narrower than is often 
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supposed, .and that for the practical purposes of the economist 
the former remain siibst:uiti.ally v.alid. In the useful survey of 
pre -Utilitarian and Utilitarian psychology which makes up the 
first section of his book, Mr. Dickinson lays special stress on its 
“ associationist ” aspects. The most hardened ‘‘ intellectualists ** 
did not, he reminds us, suppose that the ordin.ary man always 
calculates out the consequences of his actions in terms of pleasure- 
pain : they realised that men act frequently from habit, based 
on the previous experience of themselves or other people. They 
were aware, too, of the phenomenon of “ transfer,” —that courses 
of action originally followed as a means to an end come to be 
followed as an end in themselves. In his second part- -in his 
study of those ‘^response-mechanisms” which in modern sen- 
sationalism do duty for what we used to call desire — Mr. Dickinson 
lays stress on the phenomenon of the “ conditioned reflex — a term 
whose meaning can poihaps be best conveyed to the uninitiated 
by the example of the dog whose mouth, having grown accustomed 
to water at tlie sight of food exhi])ited in a red light, waters 
ultimately at the sight of the red light in the absence of food. 
In the similarity of the old “ association of ideas ” to the new 
“ conditioned reflex ” Mr. Dickinson finds one of his main bridges 
between the old modes of thought and the new. It may be more 
true to say that we desire what we seek tlian to say that we seek 
what we desire; but so long as there is still pleasure, a concomi- 
tant if not a cause of physiological moveunent, the economist 
need not feel at a loss ; and so long as rosponsc-meehanisms can 
be trained to answer new stimuli the reformer need not despair. 
The third and most economic section of ]\Ir. Dickinson’s book 
will he to economists the least iiitciesting beeanso the least 
unfamiliar. Students of Marshall will not learn much that is 
new about wants, or consumers’ surplus, or the marginal saver. 
But it is interesting to note that on the vexed question of the 
existence of “ real costs ” Mr. Dickinson takes a middle position, 
holding that in every instance of “ costly ” production there is 
probably a mixture of positive “ j^ain-cost ” and of “ opportunity- 
cost,” defined as the foregoing of one pleasure in order to accept 
another. He secs more hope of progress in a modific.ation of 
inheritance-laws tlian in a direct attack upon interest-taking; 
and he ends on a note of cautious optimism with a discussion of 
the possibilities of reinforcing the financial with the non-financial 
motives for work. 

It is instructive to turn from theory to practice— from Economic 
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Motives to Mr. Ht^nry Ford’s My Life and Work. In tho pages 
of this lively, tumultuous, provoking and fascinating book the 
economic psychologist ^vill find a record of behaviour-data more 
baffling and fabsorbing than those presented by any bemused 
guinea-pig or deluded dog. 

It is tempting to linger over the more picturesque passages of 
this work, — over the momentous meeiing of Henry Ford, aged 
twelve, with a traction engine; over the vision of the first Ford 
car tethered to a lamp-post to prevent the inquisitive passer-by 
from testing its response-mechanisms (as IMr. Dickinson would 
say); over the professional bicyclist who would •‘try anything 
once” and drove the 009 to victory; over Hie one political 
mobilisation of the Ford interests,-- in favour of a bill for the 
provision of sanctuaries for migratory birds. ?>ut we must hurry 
on to the behaviour-data more strictly relevani to the title of 
this Journal. 

Here, expressed so far as possible in his own terse and salty 
plirases, are some of the pnncqiles which, according to Mr*. Kord, 
have led to his phenomenal business success. 

(1) Don’t fiddle about with your product. Take time and 
thought before putting it on the market, but once it is there 
don’t try to “ improve ” it, — devote your energies instead to 
improving the process of pi‘oduction. 1 spent twelve years 
before I had a Afodel T - which is wliat is known to-day as the 
Ford car — that suited me. Wc did not attempt to go into real 
production until wc had a real jiroduct. That product has not 
been essentially changed.” “ It is extraordinary how firmly 
rooted is the notion that business- -continuous selling— depends 
not on satisfying the customer onei' and for all, ))ut on lirst 
getting his money for one article and then persuading liim that 
he ought to buy a new and different one.” “ One idea at a time 
is about as much as anyone can handle.” 

(2) When in doubt cut prices. “ Wc first reduce the price to 
a point where we believe more sales will result. Then we go 
ahead and try to make the price. Wc do m>t bother about the 
costa. The new price forces the costs down.’’ 

(3) Dis 2 )ense with experts, systematic records and so-called 
organisation. “ If ever I wanted to kill o]>position by unfair 
means I would endow the opposition with experts.” "If you 
keep on recording all of your failures you will shortly have a list 
showing that there is nothing left for you to try.” ” A business 
is a collection of people who are brought togidher to do work 
and not to write letters to one another.” There had been an 
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executive office [of the Detroit, Toledo and Irontown Railway] in 
Detroit. We closed that up, and put the administration into 
the cliarge of one man, and gave him half of the flat-topped desk 
out in the freight office.” The promotion itself is not formal; 
the man simply finds himself doing something other than what 
he was doing, and getting more money.” 

(4) “Keep clear of outside finance. A properly run business 
ought to be able to finance its extensions out of its own profits. 
Dividend-hunting poisons business and defeats its own ends.” 
“ The most surprising feature of business as it was conducted was 
the large attention given to finance and the small attention to 
service.” I have never been able to understand on what theory 
the oi'iginal investment of money can be charged against a 
business.” “ I regard a bank principally as a place in which it 
is safe and convenient to keep money.” “ Borrowing under 
certain circumstances is just like a drunkard taking another 
drink to cure the effect of the last one.” “ T regard business 
profits above a small percentage as belonging more to the business 
than to th(^ slia reholders. The shareholders to my way of 
tliinking ouglit to be only those who are active in the business 
and who will regard tlie company as an instrument of service 
rather tliaii as a machine for making money.” 

Of almost equal interest is Mr. I<\>rd’s account of liis attitude 
towards Labour. Ho is not hostile to Trade Unionism, but he 
will have no dealings with it. The J'ord men, as everybody 
knows, are well paid; w'hat is more surprising is that they are 
j)aid time-wages. The discipline is admittedly strict : but I feel 
we need other evidence than Mr. Uord’s as to wdiat degree of 
“ driving ” is necessary to maintain the prodigious pace of pro- 
duction without recourse to the lure of piece-wages. I gather 
that the rather naive “ profit-sharing ” scheme of 1914, which 
consisted in bringing wages up to a flat rate of five or six dollars 
])y making the bonus vary inversely with the basic wage-rate, 
has been abandoned, together wdth the impiisition into home 
life which accompanied it. There is now no imternalism; it 
does not seem that iMr. Ford's lieutenants waste much time in 
what Mr. Dickinson calls “ analysing out some of the ‘ human 
nature ’ cpiirks of the people they have to deal with.” “ It is 
not necessary for people to love each other in order to work 
together.” “ Inhere is not much personal contact — the men do 
their work and go home — a factory is not a drawing-room. But 
we try to have justice, and while there may be little hand-shaking 
-w^e have no professional hand-shakers — also we try to prevent 
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opportunity for petty personalities.” ilueli tlionght is given to 
arrangements for safety and sanitation ; it is characteristic that 
“ the dark corners wliich invite expectoration arc painted white.” 
Mr. Ford holds that an industrial institution ought to be able to 
find work, at full wages and not as a matter of charity, for its 
full quota of the unfit members of the community, and at the 
last census he had 9563 sub-normal men in employment, including 
3 totally blind, 37 deaf and dumb, 60 epileptics and about 1000 
victims of tuberculosis. (A colleague of mine suggests that in 
this particular field of social experiment Mr. Ford lias been 
anticipated by the Universities.) 

Mr. Ford is not afraid of the alleged injurious social effects 
of the methods of mass production : most men, he thinks, are 
neither desirous nor capable of anything but routine work. “ I 
have not been able to discover tliat repetitive labour injures a 
man in any way.” “ The average worker wants a job in which 
he does not have to think.” “ The vast majority of men want to 
stay put. . . . The difficulty is not to discover men to advance, 
but men wdio are willing to be ad valued.” “ The kind of man 
that docs not like repetition work need not stay in it.” Once 
more I feel I should like a second opinion. 1 am sure Mr. Ford 
has done his best to explain, but by what magic docs the system 
of cheery chaos by which every man always finds liimself in the 
right place really work? How came it that in l!)l!), 3702 
operatives were divseharged because they refused the* job assigned 
or, without giving cause, demanded a transfer”? And why 
should Mr. Ford himself feel constrained in a later chapter to 
admit that “ there is anotlier field that beckons ns the abolition 
of monotony ” ? 

What is ]Mr. Ford's secret, and w'hat, if anything, does his 
immense personal triumph portend for tlie future of industry ? 1 

do not think that lie can be said to liave treated the labour question 
on lines wdiicli will prove generally and permanently acee|)lal)le. 
Nor do I think his solution of the problem of the relation of 
industry and finance is of universal validitv. His ideal of tJic 
self-financing business is an attractive and refreshing one in an 
age and a country in wliieli the financial mani])ulalion of industry 
has become far too common, and in which the phenomenon of 
the idle and greedy shareliolder has become one of the supreme 
social irritants. Yet 1 do not believe that soeic'ty is ix'ady as yet 
to scrap at Mr. Ford’s bidding the whole ingenious meehaiiism 
by which the resources of the indolent, the unambitious and the 
otherwise engaged are eoneent rated into I he hands of I lie economic- 
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ally energetic. This part, like most of the rest, of Mr. Ford’s 
industrial philosopliy is dominated by one assumption— that the 
demand for your product is continuously and overwhelmingly 
elastic. He suggests, partly out of a characteristic modesty, 
that what he has done for the motor-car can be done by some- 
body else for anything you please; but it is significant that at 
the age of eighteen he resisted the temptation to become a watch- 
maker because he “ figured out that watches were not universal 
necessities, and therefore people in general would not buy them.” 
Perhaps he had something of the hick which genius deserves in 
finding the motor-car in a stage of development when he could 
“ take what was a luxury and turn it into a necessity.” 

For the rest, we are reduced to the old answer — the force of 
personality. Take an unusual compound of the inventor and 
the organiser, endow it with wit and simplicity and determination 
and immense capacity for work, and you have Henry Ford. 
Be grateful to him for his cars and his tractors and his literary 
style ; but do not deceive yourself into thinking that you know 
much about his responsc*mechanisms, or can build water-tight 
industrial theories on observation of his behaviour-data. 

D. H. Robertson 



RECENT RESEARCHES IN INDUSTRIAL FATIGUE 

In July 1918 a Research Board was appointed by the Medical 
Research Council to carry on the investigations initiated by 
the Health of Munition Workers Committee. Undeterred by 
“ cuts,” and threats of further cuts from the Geddes axe, the 
Industrial Fatigue Research Board have since then continued to 
issue what a contemporary daily has been pleased to call “ these 
jolly reports with pink covers ” which “ get better and better 
every month.” Twenty reports now^ stand to their credit. 

According to the official terms of reference, “ research is under- 
taken ” by the Board ‘‘ to promote better knowledge of the 
relations of hours of labour and of other conditions of employ- 
ment, including methods of work, to functions of the human 
body, having regard both to the preservation of health among 
the workers and to industrial efficiency.” And it is clear from 
the twenty-two reports published to date that “ Industrial 
Fatigue ” is not interpreted in any narrow sense. 

Some of the reports do not indeed attempt to enter into “ the 
relation of conditions of employment to functions of the human 
body ” ; they arc content merely to describe the conditions 
accurately, be it in the boot and shoe industry (No. 11), 
in jDotters’ shops (No. 18), or in bob])in-winding (No. 8). But 
where relationships actually are traced, the effect on output of 
varying hours and varying air conditions is the burden of the 
largest homogeneous group of reports. Daily and hourly out- 
put curves at various times of the year are given in shell-making 
(Report No. 2), in silk- weaving (Report No. 9), in fine-linen weaving 
(Report No. 20), and in boot and shoe factories (Report No. 10) ; 
yet the most important reports in this group both in quantity 
and quality are those by Dr. H. M. Vernon that deal with the 
tinplate industry (Report No. 1), with the iron and steel industry 
(Report No. 5), and with the time required for the rate of out- 
put to adapt itself to altered hours of work in metal industries 
generally (Report No. 6). 

In these reports of Dr. Vernon the happy tendency of daily 
output to increase in the long run with shortened hours of work 
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is sliown to iiavo limits. Tho 10 per cent, rise in lionrly output of 
tini)late mill men when changing from an eight to a six-hour day 
will clearly not permit a greatcT production per shift. Nor can 
miieli comfort be derived from the fact that three eight-hour 
shifts produced in blast furnaces no more output, and in open 
heartlis only from 2 to 9 per cent, more output, than two twelve- 
hour shifts. On the other hand. Dr. Vernon can point to enormous 
improvements in efficiency obtained by changes in the material 
ecpiipment. It is clear that output is, in these occupations, 
largely determined mechanically, and Dr. Vernon is right, there- 
fore, in turning to records of lost time, sickness and mortality 
as tests of efficiency to supplement the test of output. 

Scieniilic Management and Science 

A second large group of reports (Nos. 3, 12, 14, 15 and 16) 
dealing with Motion Study and Vocational Selection invade 
the territory of Scientific Management and subject the claims of 
American enthusiasts to a thorough overhauling. 

When Taylor writes in his Principles oj Scientific Manage- 
ment of bicycle-ball inspectors being selected according to their 
“ personal coefficient ” as discovered in the “ physiological depart- 
ments of our univcrsiti(\s,” it is shown that ho was only speaking 
metaphorically or pussil)ly, and as his followers would have it, 
with poetic licence. No jdiysiological test was given. All that 
actually happened was that the girls were time?d during their 
inspection by the fa?niliar stop-watch juctliods, and the slowest 
and least industrious were dismissed. Moreover, there is no 
evidence whatever that tlu'. “ one eleimmt which did more than 
all of the others in the subse<iuent improvement in output was 
in fact this “ scientific selection of workers ’’ as Dr. IViylor claims. 
New factors, such as rest pauses, motion study and more stimu- 
lating methods of payment, were all introduced at the same 
moment. It is certainly time that scientific management should 
be challenged in the name of scientific mtdhod. Not one of its 
devotees seems to have thought of the isolation of factors, any 
more than many of them understand the uses of averages, probable 
error, or statistical methods gcmerally. 

In contrast to the ‘‘ strong-arm ” (or is it the “ glad-eye ” ?) 
method of hiring and firing employees, tho Fatigue Kesearch 
Board sets u]) a scientific procedure by means of physiological 
and psychological tests of fitness. In Report No. 16, Mr. Muscio 
shows how tiujse likely to Jiiake effieu'iit compositors can be 
“ spotted ” in three-quarters of an hour. Tho tests he suggests 
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for the purpose classify compositors as to efficiency almost exactly 
as did their supervisors. The correlation of the ranking by four 
tests combined and the ranking by the supervisor was + 68 in 
one works and + 74 in another. Selective tests are also discussed 
by Mr. Muscio for occupations in industries such as transport, 
mining, building and engineering, where piiysical strength is 
still a requisite. 

Once an employee is selected for any job, the next step in the 
scientific management programme is to think out and teach the 
right motions. The Industrial Fatigue Research Board arc not 
behindhand, and improve on the usual text-book of scientific 
management in telling us exactly what were the i!n 2 )rovements 
in methods of work which led to increased efficiency. Two reports 
(Nos. 14 and 15) on Motion Study for which Mr. Fric Farmer is 
responsible are admirable examples of what scient ific management 
ought to have told us, but did not. Iacu in sim])lo operations, 
such as polishing spoons, dipping sweets, and covering chocolates 
by hand, improvements in the method of performance are shown 
to decrease the time required anywhere from S to S8 per cent. 

But Mr. Farmer is not for output at any price. In addition 
to their publicity, his metliods arc distinguished from such as 
Gilbreth’s “ one best method ” in their adaptation to the worker's 
individual idiosyncrasies and in their care for the worker’s case, 
health, rhythm and ultimate efficiency. 

No doubt the usual scientific management expert, even if his 
methods do conduce to health and idtimate efiiciency, is, as a 
professional man, unable to publish tlie secrets by which he lives, 
and is in any case not particularly interested in scientific 
research as such. If this is so, there is all tlie greater reason for 
continuing the work of the Industrial Fatigue Research Board. 

There remain to be considered in greater detail reports dealing 
with Labour Turnover (No. 13), with Individual Differences in 
Output (Nos. 7 and 17), and with Industrial Accidents (Nos. 4 
and 19). 


Labour Turnoicr 

17ic Board may be congratulated on giving such a thorough 
consideration to a subject not dreamt of as yet in the philosophy 
of English employers. La\)our Turnover, alias Ijabour Wastage, 
alias Labour Recruitment, is the number of employees leaving 
an organisation in any given period compared with the total 
numbers in the organisation. A refinement I have always 
advocated is to omit those who left because tliere was no work 
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for tJicm, and to count, in fact, only those who had to be replaced.^ 
For it is in tJie training of new employees to take the place of the 
old that the main expense is incurred. The U.S. Department of 
Labour has recently come round to this view. The Fatigue 
llesearch Board, however, still include in the numerator of the 
turnover rate all employees who leave, but they introduce 
novelties in forming the denominator. 

It is found almost universally true tliat an employee’s liability 
to turnover is much greater in the first months of his employment 
ill any particular organisation than later on, just as the liability 
of a human being to die is greater in infancy. In view of this 
tendency to “ infant mortality ” in industry, it is unfair and 
unscientific to compare the rates at two factories, or during two 
periods in tlie same factory, if the proportion of those recently 
hired is difi’erent at the two factories or at the two periods. 
Accordingly the Board advocate and use a standard Icngth- 
of ‘employment distribution; they calculate the turnover rate 
separately for each group with approximately the same length 
of employment. 

The material collected by the Board's investigators was 
drawn from many separate factories, most of which were newly 
organised during the war; but even so the path of the reader 
through the mass of tables might have been made easier. The 
“ key ” table is No, XXXVII., and licre numerous errors can be 
detected due either to faulty copying from other tables or failure 
to reduce rates to the common basis indicated in the licadings. 

The statistical procedure adopted at the suggestion of Major 
Greenwood is in itself so complicated — perhaps fatally compli- 
cated for the busy business man — that simplicity and accuracy 
ill presenting the results were essential. On the whole wq are 
not convinced that a simple division of the numbers replaced 
per year by the total numbers employed at any representative 
moment within the year is not, after all, the procedure to be recom- 
mended. Comparisons would thereby be permitted with the 
accumulating mass of American experience, and further investiga- 
tion in England would not be unduly discouraged. In these days 
of post-war laisscr jairc, one cannot hope that Government 
agencies will collect figures of turnover on any considerable 
scale. "J’ho matter must be left to tJie private enterprise of th(i 
business man, and however alert or enlightened he may be, it is 
doubtful whether he will want to do more than find out from 

^ Use of Factor j Statistics in the I nvestigation of Industrial Fatigue, 92-00. 
Columbia Studios. P. & 8. King, 1918. 
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time to time the cost of his actual turnover when compared with 
his total wages bill. The suggestion of refinements in technique 
requiring an expensive addition to his office staff will probably 
“ leave him cold.” 

Individual Variability in Output 

Report No. 4 gives evidence for supposing certain individuals 
inherently more susceptible to accidents than others. This con- 
clusion has been sufficiently remarked upon, and an equal measure 
of attention should have been paid to the (;onclusions contained 
in Reports 7 and 17 as to the distribution among individuals of 
inherent productivit 3 ^ 

'J'hc mere range of variation of such a distribution forms an 
important measure of the net effect of the much-discussed human 
factor in industry, and there is no doubt that a “ squad ” of 
workers engaged individually on exactly similar work and under 
the same physical conditions will usually show wide differences 
in output. 

In an American metal factory I was able to observe in detail 
the work of fourteen women painting a solder mixture by liand 
on the backs of buttons. No machinery was employed in this 
operation, and there was a total range of variation in each 
individuars average output as between 78*1 per cent, and 
117*8 per cent, of the average output for the group. The mean 
variation was 8*8 per cent. 

A variation no less wide is found by the Fatigue Research 
Board in weaving with automatic looms. Wyatt (Report 
No. 7) finds a total range of variation from 73 to 126 per cent, 
of average weekly output among 752 plain weavers ; of 75 
to 119 per cent, among 46 winders, and of 65 to 132 per cent, 
among 423 fancy weavers. The mean variation in these three 
operations was 6*0, 8*3, and 10 per cent., respectively, of the 
average output. In silk weaving (Rej^ort No. 17) Elton finds 
mean variations ranging from 8*2 per cent, of average output to 
16*8 per cent, among nineteen groups weaving varieties of plain 
cloths on automatic looms. 

Other operations in the textile industry, such as ring and mule 
spinning, show according to Report No. 7 only the slightest 
variations, e. g. a moan variation of 2*0 and 1*9 per cent. It is 
evident that the machine is here setting the pace and that, 
as in the iron and steel operations observed by Vernon, output 
forms but an inadequate measure of the functioning of the human 
body. 
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In the observations carried out in America I found the addi- 
tional characteristic of output obtained from machines that the 
distribution was negatively skewed. The probability is that the 
speed of the machine prohibited a greater output per hour than 
a certain amount, but set no limit at the lower end of the 
scale. A similar negative skew is also observable wherever there 
is a tendency to the deliberate restriction of output, and 
the same interpretation is possible, though here it is the human 
will, not the machine, that places limits at the fast end of the 
scale.^ 

Report No. 17 carries the matter yet further. It is shown that 
the “ efticiencies ” with wliich silk-weavers finish similar warps 
distribute themselves approximately in a curve of “normal 
error.” Studying the individual outputs in the button-painting 
operation mentioned above, I arrived some years ago at the same 
result. Not merely did the hourly and daily outputs of the whole 
squad form a curve approximating that of normal error, but the 
same was true for the daily output.s of each individual worker. 
These conclusions seem to mo of some importance, both to the 
theoretical economist and the factory manager. 

In discussing the determination of wages, economists usually 
find it convenient to refer to a worker of representative or 
“ normal ” efficiency who is as liable as any other worker of the 
same efficiency to become the marginal employee. It may there- 
fore be of comfort unto many to know that there are real grounds 
for assuming the existence of such a norm. A bimodal or highly 
skewed distribution of efficiencies would prohibit the use of such 
terms. The various measures of average, mode, mean or median, 
would diverge widely and no one measure could bo taken as 
representative. If, however, as between the efficiency of different 
men on different days, the normal curve of error is the rule, 
and there is a distinct mode of efficiency to which the mean and 
median efficiency approximates, the marginalist may go on his 
way rejoicing. 

To the employer the expectation of a normal distribution of 
daily outputs among individuals hired at random may serve as a 
basis from which to assess the value of any wage-systems or 
psychological selection he may introduce, or to detect restriction 
of output. He mcay be guided by the following rules : 

1. If the daily output distribution of a squad of workers in 
any operation has a narrow dispersion, is not symmetrical or 

‘ For metliods of measuring the loss in productivity through this negative 
skew see the American Statistical Association Quarterli/, September 1920. 
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normally distributed, but is greatly skewed negatively, and the 
operation is not mechanically limited, the deliberate human 
restriction of output is indicated. 

Indeed, a strict uniformity in output among different indivi- 
duals at different times without apparent mechanical causation 
should actually make an employer anxious. Any figure of out- 
put appearing over and over again, as was found in certain 
English and American munition factories, is almost a sure sign 
that this output is the “ stint*’ or “ doggie ” tacitly or openly 
agreed upon by the workers. 

2. If the daily output distribution in any operation has a 
relatively narrow dispersion and is skewed positively, after the 
introduction of selection of employees by test or (jxamination, 
this would indicate the elimination of the less productive workers 
from a random group, and is a sign of a successful system of 
selection. 

3. If the daily output distribution in any operation has a 
relatively wide dispersion after an “ efficiency ” system of wage 
payment is introduced, this would indicate success in increasing 
incentive and stimulating the departure of individuals from a 
common dead level. 

Accidents^ Fatigue and Speed of Production 

Report No. 19 deals with a subject somewhat controversial 
in the select circle acquainted with the facts. As the Board 
themselves remark, “ amongst the factors normally operating 
in accident causation, an important ])art is played by speed 
of production, fatigue and the psychic state? of the injured 
person, and the more recent investigations have been largely 
concerned with studying the relative importance of these three 
factors.” 

The matter is one of great practical importance. If fatigue 
is the true inter[)rctation, the remedy lies in shorter liours, more 
frequent breaks, provision of seats, rest rooms, etc., etc. If a 
psychic state of too much excitement and exhilaration is at the 
bottom of it, then the possible remedies, to quote suggestions of 
the Health of Munition Workers Committee, arc to stop con- 
versation, to plug the ears of the worker, and to partition off 
each machine. If speed of production is the main factor, then 
little can be done, and the increase in accidents must be counted 
as the inevitable price of increased efficiency. 

Now the view taken in Report No. 19 is that fatigue is of less 
iinportance, and the “ psychic state ” and the speed of production 
No. 130. — VOL. xxxni. 
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of more importance, than was concluded in investigations such 
as that contained in the U.S. Public Health Bulletin No. 10G> 

In this American investigation hourly curves of accidents and 
of production w’cre collected simultaneously at the same plants, 
a ml hourly index -numbers were derived from them to measure 
changes in accident rates relatively to changes in production. 
These index-numbers, however, still showed increases of the 
order of 50 per cent, in the accident rates of the later working 
hours of spell and day as compared with that of the first hour 
of day. 

In Report No. 19 the presumption of fatigue arising from this 
increase in accident rates is countered by pointing to curves of 
accidents that fall during the hours of the night-shift, and by 
questioning the credentials of the American index-numbers, and 
their sufiiciency. 

The criticism of the index-numbers seems to us rather a 
storm in a teacup, and a cracked teacup at that. It runs to 
the cllec!t that the hourly output curve used as a basis for the 
accident rates was ol)tained on experienced hands only, whereas 
the accidents included those occurring to all hands.- But what 
evidence there is indicates the small importance of experience in 
this connection, and furthermore, a point we may consider first, 
the allegation of differences in cxj)eriencc among the accident 
cases and the producers is only partially sound. 

The output curve in question was partly obtained from the 
hourly power consumption curve of the machinery used by both 
new" and old hands. In fact the day-shift curve of accidents per 
unit of output quoted in Report No. 19 (Table \ I.), which, in the 
words of the report itself, “ shows the familiar rise during the 
spell,” is based entirely on the power consumption records, and 
therefore on the output of both experienced and inexperienced 
machine hands. 

No objective evidence is vouchsafed us in Report 19 that 
either the hourly accident curve or the hourly output curve of 
novices differs very materially from that of experienced workers. 
The accidents of press hands on their first day of employmcjit 
has, however, been investigated by the U.S. Department of 
Labour, Comparing this novices’ hourly accident curve with that 

' “ Comparison of uri Eight-Hour Ulant and a Ton-Hour IMant.” Rcimrt )>y 
.losephine Goldmark and Mary D. Hopkins on an investigation by Uhilip Sargaiit 
Klorence and associates, Washiiigton VJ20. Roviewr'd in the Economic Journal 
for Juno 1920. 

2 This criticism appears in greater detail in the Lanai of August 21, 1020, 
and is said in Report No. 10 to have been pointed out by Prof. E. L. Collis. 
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of metal workers of more tlian a year’s experience, a close simi- 
larity was found. In the words of the Bulletin, “ the same form 
of curve, in its essential particulars, occurs for the experienced 
as for the inexperienced.” ^ To be precise, the novices show a 
slightly low^cr proportion of accidents in the afternoon compared 
with the morning spell, and the peak of accidents which is no 
higher relatively to the first hour's accidents tends to come one 
hour earlier in each spell, so that, if anything, the inclusion of 
inexperienced hands would seem to tell against the tendency for 
an increase in accidents in the later hours. The general level 
of the accident rate is higher, of course, for novices, but the 
hourly curve of variations does not seem any more pronounced 
in their case. 

But even if a homogeneous body of material could be collected. 
Dr. Vernon in Report No. 19 denies that merely to divide accidents 
by output goes far enough, and he claims that a given incrciase 
in output per hour might increase the a(.‘eide]its more tlian pro- 
portionately. At least three reasons can be thought of why this 
might be so. ( 1 ) 'J'hc physical danger is greater in those steps of the 
operation where handling is involved, and since actual machining 
steps cannot be speeded up, the handling must be more than, 
say, doubled in speed to obtain double production. (2) With 
greater speed there is less chance of accuracy in movement. 
(3) Fatigue sets in from tJie greater intensity of work. 

'J'hus unless this third possibility is specifically excluded the 
speed of production theory by no means exorcises the theory of 
fatigue. 

The potency of the first hypothesis can be fairly exactly tested 
hy observing the proportion of handling time to mechanical time 
in performing the ojjoratioii, but it u as shown in Bulletin I (hi 
that even supposing so unusual a proportion as 1 to 4, the 
divergencies of accident and output eurvi‘s could not be thus 
explained. 

In formulating the further hypothesis of the possible inllueiice 
of greater speed on inaccuracy of movement, the meaning of “ speed 
of production ” must be analy.sed very carefully. If it is simply 
the hourly output curve or the curve of excess power consump- 
tion which is used to compare with the accident curve, it must 
be realised that this is aflected not merely by the speed of work 
while working, but by the pauses, small or great, w hen no output 
is made and no excess powder used, and tliat these pauses are of 
very frequent occiirrciiee in the type of work hero dealt wnth. 

^ U.S, Bureau of Labour Stuii8lic9j Bulletin 234, pp. 1G2, 1G3. 

o 2 
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Actually the output or power curve may be shaped more by 
those pauses than by the speed of production properly speaking. 
(Vrfainly until tliis point is elucidated it seems premature to 
bas(' the extreme variations in the daj^-shift accident curve entirely 
on tile speed of production which may remain, for all that is 
known, almost constant from hour to hour. 

Accidents and the Psychic Factor 

Jn the course of the night shift Dr. Vernon finds that accidents 
fall while output on the wliole rises. The theory of complete 
parallelism bctwTeii output and accident curve no longer holds, 
any more tlian a tlieoiy of fatigue, and Dr. Vernon then springs 
on ns his dens ex machina, the “ psychii^ state of tlie worker. 
It is assumed that night w'orkers starhd work “ in a careless and 
excited state and giadually settled down to a calmer mental 
state than the day workers.” This is quite a pretty conceit 
which I must admit having us(‘d mysi‘lf, though, to be sure, it 
was to explain not a rise in accidents but a fall ! Tn the 1915 
report of the Dritish Association rominittee on “ Fatigue from 
the Economic Ntandpoint ” it will be found that “anticipatory 
e.vcitement ” on the part of the workers is used to explaiji tlie 
curious fall of the accident curv(' in tin? last hour of each spell, 
on the theory that “ attention awakes, and the control over tin; 
muscles is braced up— danger is better ])eret‘ived and more cpiiekly 
avoided.” 

On the grounds of mere n'asfwi or common s(‘nse tljcn* seems 
to me little to choose ladwTcn thcsi* tw'o (‘iitiicly conllieting sup- 
positions. And unfortunately no scientifically eonfrolh'd attempts 
seem to have been made to elucidate what actually is the iiiHu- 
enee of excitement on accidents, or indeed whether any such 
excitement really exists in the ordinary workman’s life. In Uk* 
absence of a?iy obj('ctiv<* evidence to su}>stantiat(' it, this hyp<> 
t/iesis of flill'ercjit iai psychic states docs not seem to adfl any 
independent support to the case against fiitigue. 

The fact of a falling curve r>f aecukmts obscrvc'd by Dr. Vernon 
during the night-shifts merits, of course, the closest attention, 
and account must alsf) he taken c)f the falling curve (rising in the 
last two iiours) collected by the autJiors of bulletin iOt), but for 
reasons given bchnv not published by them; exhumed and 
resuscitated by Dr. Ryan and copied by Dr. \'ernoii into Report 
No. 19. 

While the evidence agrees as to the fall in accidents in the 
course of the night-shift, suflicicnt facts do not seem to have 
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been collected to warrant any conclusion as to the whole level of 
the night-work and the day-work ratio of accident to output. 
It cannot be concluded that there are on the average less accidents 
per unit of output at night than during the day, and hence all 
hypotheses of a calmer mental state at night than by day seem 
premature. The facts tlio hypothesis purports to explain (and 
for whicli it has been brought into existence) are not yet estab- 
lished. Sfany investigators have found a higher rate of accukhl 
by night tiian by day, and many a lower rate of output. The 
very niglit-shift production curve Dr. Vernon copies from 
Dr. Ryan is made up of output curves on five operations, one of 
which was studie d also by day and showed that the level of output 
by night was some 25 per cent, lower than the level by da}". 

'flic mor(i h'garthie " attitude at night that Dr. Vernon 
writes of would presumably ap[>ly to workers (‘mj)loyi'd cm every 
type of o])(‘ration. But it must be pointed out that tin* ‘‘ cuts ” 
tabulated liy Dr. A^unoii s(‘ein to n fer almost exchisivel}^ to 
accidents on one j)arti(;ular typo of work, namely, turning 
fuse jiarts or shells, large and small, on power-driven lathes. 
Curiously enough, one ^ reason why tlie authors of Ihdletin 101) 
did not publish the night-shift accident curve was because it 
referred almost exclusively to this very narrow lange of work, 
whereas the day-shift accident curves refern d to mu.'-cular and 
dexterous hand-work and machine-work of every ty])e. 

Is it not possible, then, that the falling curve is due to the 
peculiar type of work rather than to any psyeliie state differ- 
entiating work by night and work by day i 

Largo ditferences in tlie accident curve have been .shown as 
betweim muscular, dexterous and machine-work, and it is quite 
possible that within the machine-work class the incidence of 
accidents on lathes may diiTcr from the incidence on other 
machines, ( orroboiatioii of the imi)ortance of the type of work 
factoz’s is aiforded by the accident curviiobtained in the American 
iron and steel industry, to which attention was drawn in the 
Ke])ort to the British Association. Here the work is intermittent, 
the workers are not actively employed all the time, and in the 
intervals can possibly recuptTate. The same seems to be tlu' 
ca.se in operations on machines of lathe type. On the larger 
machines the operator remains inactive for long periods while the 

^ Other reasons were tlio absoiice of recordrd power coiusumption curves at 
night with which to compare accidents on machine- work, tho preseneo of day- 
shift men working overtime' during the fust three hours of the night-shift, ami 
the impossibility of cliocking the accuracy with which the time of accident was 
r.'corded as was done for the day-shift. 
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machining is completed. On the smaller machines, the work is 
done in a series of '' runs,’’ often at so fast a rate that if the pace 
were uninterrupted throughout the working day, double the 
actual output would be produced. Here, again, the larger or 
smaller intervals between runs seem to allow for recuperation. 
And wherever such vicarious recuperation occurs throughout a 
spell, there is no reason to look for greater fatigue at the end of 
the spell than near the beginning or middle. 

The Laboraiorif Ted 

The relative importance of the several factors is perhaps 
insoluble by gathering mass statistics in the factory. And in 
tlie second halt of Report No. 19 an attempt is made by Mr. Muscio 
to solve the question under the controlled conditions of the 
laboratory. The attempt is praiscwortJiy as marking a movt* 
on the part of tin? usually iinregemu’ate psychologist to throw 
himself into whatever breaches are left in the line of statistical 
investigation. But in the manner of the undertaking we cannot 
congratulate the Board. In fact the tests selected do not seem 
to have any beaiing on industrial accidents at all. 

Briefly speaking, one test consists in si)earing (in time with a 
metronome) a series of small targets diawn on a slieet of 2 >apcr 
and adding up the distances ))y which the bull’s-eye is missed. 
The other test consists in pursuing with a test-tube a hollow 
swinging pendulum through which water is pouring, and counting 
the amount of Avater caught or missed. 

Now it is taken for granted throughout that the circumstance 
of missing the target or the water is in essence similar to the 
circumstance of sustaining an accidental injury, and the whole 
fabric of the argument is built up on this complacent assumption. 
'Hic facts are that, taking accidents to include even the slightest 
injury, a workman will sustain on the average not more than 
about one industrial accident a year, and that it is the result of a 
very imiisual (uror indc'cd. One might as Avell add up the diver- 
gencies in the length of an oarsman’s stroke as a measure of his 
liability to upset the w hole boat ! 

While Mr. Muscio talks in terms of accident, he is in fact 
dealing not Avitli accidents but with spoiled work. His laborious 
quest for the North-West Passage has led him not to China but 
to America, and lie reaches results strikingly similar to investiga- 
tions into spoiled work recently made in that continent. 

Mr. Muscio is surprised to find the proportion of misses decreas- 
ing as work proceeds up to the third hour ; an exactly coincident 
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decrease in the proportion of spoiled work was found in an 
American factory^ by Dr. Ryan and myself. Later on, to be 
sure, in the fourth and fifth hours of each spell we found the 
spoiled work to rise, but unfortunately the Board’s researches 
were not carried out beyond three hours of continuous work. 

This “ contribution to the study of accident causation,” as 
it is called, seems to suffer from other defects ; for instance, the 
confusion in the word “ practice ” of two conceptions — daily 
“ warming up ” and “ learning,” and the gross exaggeration, in 
the experiments with the metronome, of the variations in speed 
actually found in industry. But we do not wish to over- 
emphasise the few weak spots in what is on the whole an enter- 
prising, painstaking and useful scries of reports. Wc inust 
ardently hope that the axe will be spared and that the social 
worker, the model employin', the labour research department, 
the real economist, the psycho-physiologist, and all, may continue 
to derive light and leading from the publications of the Industrial 
Fatigue Research Board. 

V. Saroant Florence 

^ See Journal of National Inutilnte of Industrial Psychol o(j}i, January 1923. 
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Moiieif Credit and Commerce. By Du. At.frud ]\lAR.STfATj.. 

(Ijoiulon: Macmillan, 1923. Pp. 3G9.) 

In this volume Dr. ^larshall lias brought together the sub- 
stance of his earliest writings and the r(*snlts of his latest refiec- 
lions. Not all economists could with c'qual credit have con- 
fronted their pres('nt and past views. Tlie eonlidenee of 3 'oulhful 
theorising might contrast too sharply with the caution that 
comes of experience. But with Dr. Marshall facts and tlieory 
liave been ever kept in close co-ordination; united as bt^dy ami 
soul. Contrasted with tJie majority of abstract theorists he 
!('sombles that venerable sage to whom it was granted, in a world 
(.)f shadows, otro TreirvvaOai, rot Se aKiai alaaovai, 

I'lic joint powers of (jbservation and deduction are exercised 
in this volume mainly on two sidqocts which were not fully ti’eated 
in the Principles of Econo)aics^ Money and International Trade. 
The “ Quantity” theory of money has attractions for the mathe- 
matician, and lias not beem neglected by our autln^r. Ih? 
recognises that it constitutes a peculiarity in the circumstances 
determining the value of money; due to the fact that “an 
increase in the amouni of money in a country does not increase 
the total services which it ])erforms ' (p. 49). But the principal 
contribution made in this volume to the theory of momy 
consists of economic analysis rather than matJiematicaJ reason- 
ing. The truth or truism ex})ressed by tlie Quantity theory 
‘‘docs not indicate the causes that govern the ra])idity of eii- 
culation : to discover them wc must look to the amounts of 
purchasing power which the people of that country elect to 
keep in the form of currency “ (p. 43). “ In every state of society 

tiiere is some fractionof their income wiiich people find it W'orth 
while to keep in the form of currency; it may be a fifth or a 
tenth or a twenti(‘th.” Idiis is a development of the doctrine 
expressed in Dr. Marshall's now classical evidence before the 
Gold and Silver Gommission ; where there is frequent reference 
to “ the amount of cash which a person cares to keep,” the 
methods of business ’* (Questions 9634, 9086, 10,182 el jmam). 



JUNE 1923] MARSHALL : MONEY CREDIT AND COMMERCE 199 


The doctrine was expounded by Dr. Marshall in his lectures; 
as we learn from ^Ir. Keynes' reference in this Journal (Sep- 
tember 1020) to the cognate original work of Mr. Hawtrey. 
In view of the importance of this doctrine it is hardly an exag- 
geration to say with another recent writer : “ The value of the 
metal is determined in the same way as that of f)ther commodities 
by the same kind of influences acting on demand and supply.’’ 

A further exorci.se of abstract reasoning is required for the 
measurement of changes in the value of moii(\v. Without any 
display of symbols Dr. jMarshall has tlirown on this subject 
almost all the light that can be derived from mathematical 
sources. There is implied the first principle of tlu^ dilTerentia! 
calculus, whcji it is said that neither tlie arithmetic nor the 
geometric mean “ has any great value in regard to large changes ” ; 
vagaries occurring when extreme* instances are* considered 
(p|). 280 ami 281) ; that “ in re^gard to small valuations of prici*s ’’ 
the results given l)y the said two average's |and edluTsJ are 
nearly alike (ihid.): that llu* first pi’inciple of statisties, the* 
mutual convetion of (UTors, is relevant ([). 279); that errors in 
weighting are le'ss inischicvems than errors in ])ric(‘s (ihld); and 
even — to the diseomiiturc, we fear, of some Iiigl^ authoritie.s - 
that “ in selecting re'p?-esentative eommexlitics for an inde'X- 
n umber, those which arc liable to great variation are to be 
avoided gemerally ” (p. 280). 

With regard to the form of tJio average to he employed, 
Dr. Marshall pr(*fci's the Arithmetic ]\lcan (o the Geometric 
Mean, which is “ not in close touch with reality ’ (]). 27). This 
ruling eommends itself to us as pro])er \o what Mr. Flux has 
called “ the change in the mom'y-cost of tin* things we buy, ' 
and as the natural method of ealeulatiiig tla^ uK'a'^ure of that 
change. Jbit \\v would like to iiave had JJr. Mnisluill's opinion 
as to the use of the (jleometric .Mc’au in the new Board of 'J'rade 
Index-niunbtM’ to denote an average change in the value of money, 
a trend of general prices, not ipiite identical with that primary 
conception. IVTluips the point may be retouched in the eoiii- 
paiiion volume ” which is promised to us in the future. 

Dr. Marshall does not parade the celebrated “ chain ” 
method which he introduced in the article published in the 
('onteniporary Review of 1887, some of which is here in sub- 
stance reproduced. But we understand that he contemplates 
the use of the method (p. 34). He would secure accuracy by 
the plan recommended in the ('ovtcwporari/ Review; first 
operating with tlie W('iglits constituted by the quantities at 
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the first period, then starting from the second period, and taking 
the mean of the two results (p. 278). Tliis method of pondera- 
tion is not quite the same as that recommended by the Com- 
mittee of the British Association, 1887, namely, to form a com- 
pound wx'ight for each article by averaging the quantities at 
the two periods. Dr. IMarshall’s plan has the advantage of 
affording a verification of the joint result, should the separate 
measures prove to be in close accord. 

These technical directions are accompanied with many 
cautions against the abuse of index-numbers. Changes occur 
in things which at first sight appear to be the same (p. 33). 
The same article at different seasons means something different 
(p. 35). The advantage of largo numbers (p. 270) is cut into 
by the incident that tiie larger the jiumber of commodities, 
“ the less trustworthy will be the inferences drawn from the 
list as to changes in general prices; for the simpler a commodity 
is, the more likely is its name to represent nearly the same 
thing at distant times *’ (p. 25). 

The attention of statisticians should be called to Dr. Marshall’s 
preference for wholesale statistics which “ afford, with few' 
exceptions, the best indications of changes in the general trend 
of retail prices ” (2>. 24). A rccharcM objection to retail prices- - 
evidencing the attention to relevant particulars which wx have 
claimed for our author-' is afforded by the incident that a w orking 
man “ is almost always under some inducement to over state tlu‘, 
prices which he pays for liis household goods, especially for 
meat. ’ Witness the prices at w'hieh meat is sold in working- 
class quarters of large towns, espeeiall}' on Saturday night (p. 31). 

With all reservations, iiowever, it is concluded tliat an 
official unit of gerieral purchasing power miglit be of service 
in connection with long-period obligations. In particular, 
governments wdien borrowing might give investors the choice 
between an income consisting of a certain (juantity of gold coin 
or a certain number of official units (pp. 20, 37). 

in this connection it may excite surprise that Dr. MarsliaJJ 
has not revived the suggestion which he made in his evidence 
before the Gold and Silver Commission (1887), to the effect 
that “ the real value of gold ” is to be measured by “ the 
powxr which gold has of purchasing labour of all kinds — that 
is, not only manual labour, but the labour df business men, 
and all others engaged in industry of any kind ” (C. 5512, 
Question 9025). TJ)e definition was not otiose : for upon the 
probable supposition that the real cost of obtaining gold in 
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the 'eighties was greater than that of producing commodities 
generally it would seem to follow that “appreciation," of 
which bimetallists complained so loudly, rightly defined, did not 
exist; defined as commonly, was not an evil. Apropos, it is 
interesting to observe that Dr. Marshall does not apprehend that 
“ the cost of maintaining gold and silver will rise considerably 
in the near future relatively to general prices " (p. 53). 

The notion of “ real value " reappears in a conception which 
Dr. Marshall has introduced into the theory of international 
values. It is to serve the purpose for which ]\Iill employed the term 
cost ” in tlie sense according to which a country gets a com- 
modity cheaper when it obtains a greater quantity thereof with 
the same exiienditurc of labour and capital (Political Economy, 
Book III, ch. xviii. § 6). In a similar sense Professor Bastable 
defines a “ unit of productive power, ' Professor Pigoii the real 
ratio of international exchange ' (Manchester Guardian, Supple- 
ment, Section XI). More intt'lligihly, perhaps, Dr. Marshall 
supposes each country to inake up her ex])ort.s into n'presentative 
“bales"; that is, “bales each of which represents uniform 
aggregate investments of her labour (of various qualitu's) and 
of her capital ” (p. 157). Th(*r(j is some affinity between this 
conception and Mr. Bickerdike's idea of a money proper to 
each (‘oiintry,^ if we superadd the Hioardian hypothesis that the 
“ real ’ value of the money should be constant. Either the 
bales or the standard money may be employed to estimate the 
gain to a country from its foreign trade. The money conception 
lemls itself to the reckoning which Dr. Marshall has instituted 
(pp. 162-3), on the analog}^ as we look at the matter, of Con- 
sumers’ Surplus in domestic trade reckoned in terms of money. 
In a more technical version (p. 339) our author with almost 
youthful vigour strikes out a new and somewhat mountainous 
route. We shall conduct the reader along a more familiar road 
so far at least as to enable him to locate the new path. In the 
accom])an 3 'ing ligure, let the curve 0(» represent the terms on 
whicii (Jermany' is willing to trade (p. 331); and let the curve 
OE bo .similarly related to England. Tims at the rate of exchange 
the “ real ratio " (in Pn)fessor Pigou's phrase) denoted by (the 
tangent of) the angle POX, Germany would be willing to give 
PM of her standard bales (or commodities equivahuit to PM of 
her standard money) in exchange for OM of England s bales (or 
commodities measured in Englaiurs money’)- If ^ moves 

* See Vol. XVII., p. 100, nnd Vol. XVIII., p. 542, Economic JoniNAr., for 
Mr. Bickordiko’s project and the present writer's restatement thereof. 
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from 0 along OG there is constructed a curve OQ such that the 
tangent to the curve at Q whicli is vertically above P should 
be ])arallel to the line OP, the perpendicular QM will represent 
the total utility to Germany of her imports. The line MQ will 
correspond to tJie H/ra whicii in the familiar construction for 
Consumers' ISurpIns (the ordinate representing price, and the 
abscissa, eommodity) is intercepted between the demand-curve, 
the ordinate and the two axes. The net gain to Germany is 
shown by subtracting PM, what Germany has to pay in exports, 
from QIM, what she would have been just willing to pay rather 
than to be without tlio imports. Those who adopt tliis con- 
struction would dcscril)c OQP* as “ the indilTerenco curve for 



r,\*rmany through 0; and they would imagine a similarly delined 
cMirvc at P (of which the start to (he Ir ft is show'll in the figure) 
such that a point within (right (»f) thiit curve would represent 
terms more advantageous to Germany than the point P. 

These constructions serve to bring out the relations between 
a country’s gain througli trade, or loss througli interference with 
it, and the “ elasticity ” of her demand and supply. Mr. Bicker- 
dike’s definition of elasticity in terms of money has certainly 
the advantage in respect of familiarity. On the other hand. 
Dr. Marshall's use of elasticity with reference to change in real 
price, if we may so describe the rate at which standard bales 
are exchanged, brings out some important proiierties. The 
elasticity of demand is less than unity when the curve curls 
round like OP in our figure, so that the country, e.g. England, 
wdll not increase her purchase of imports y except on condition 
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of exporting a less quantity of t. This is the first of Dr. Mar- 
shall’s “exceptional” cases; not always, perhaps, or every- 
where exceptional, if Mill was, in his time, right when he 
decided that “ speaking generally the tliird of three cases (that 
is, the ‘ exceptional ’ case just described) is the most probable ” 
{loc. cit.y Section 5). With respect to present conditions, J)r. 
Marshall relics on the variety and resourcefulness of a rich and 
energetic country's supply causing her demand for imports to 
be elastic (p. 172). 

Elasticity of demand or supply forms tlic criterion whereby 
to judge the consequence to a country of a tax or other resstric- 
tion imposed by herself or the foreigner on tlic trade. For the 
consideration of the consequences of taxation the use of money, 
it must be admitted, is convenient. It avoids certain diffi- 
culties to which the careless use of “ bales is lia!)le. But Dr. 
Marshall has with consummates skill avoided all the pitfalls 
with which the subject abounds. Now he postulates tliat “ the 
import duty is levied in kind . . .” (p. 181) “ if the whole of the 
goods taken under it were retained by the Government ” (p. 34()). 
Now he adverts to the nice distinction between a “ bale,'’ the 
unit-product of labour and capital, and “ a certain artificially 
averaged quantity of each country's export goods ” (p. 350). 
lie is careful to include among the eonseciuences of a tax what 
the Government gains (pp. 183, 348). With these precautions 
lu' investigates “ the curious results of the imposition of import 
taxes by one of two countries, trading exclusively with eacli 
other, under all conceivable conditions of reciprocal demand 
and supply ” (p. 3r)() cl ct jiassint). It is not to be denied that 
there may result a gain .shared b(dw('en tlie CJovernmcnt and 
the consumers of imports (i). 34S). E (the country imposing 
the tax) might “ obtain more than twifc the old amount of 
linen for less than half the old amount of cloth.” But, great as 
is tlie usefuliK'ss of Kicardo's method, '' even greater are the 
(‘vils which may arise from a crude application of its suggestions 
to real i)roblenis ” (p. 190). Dr. rdarshall is not .sanguine about 
the possibility of taking into account the tciulency of manufac- 
ture to Jncrcasing Return and of raw ])roduc(» to Diminishing. 
Return (p. 189). Howeveu*, there is no olqection to speculation 
as to the results of conditions which have never been experienced 
(p. Ifio). It may prove to be of service in problems other than 
those by which it was suggested. 1’lie theory of international 
trade may be transferred to bargains betwi'cn two bodies neitiuu’ 
of whom is subject to external competition (p. 351). “The 
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coiitlitioiis under which the building trade arc willing to dispose 
of their services may be represented by OE; and the claims 
whicli their Unions make . . . may be such as to be rightly inter- 
preted by the assertion that they can push this curve to the left 
into tlie position OE', to their own advantage (see our figure). 

We Jiavc dwelt jDerhaps too exclusively on the more difficult 
parts of the book. There is, however, no want of plain-sailing, 
excellent concrete descriptions of various matters covered by 
the title. The author has been well advised in rehearsing 
elementary considerations for the sake of completeness (pp. 77, 
140). Ho tlius provides a royal road to precious mines which 
have been hitherto almost inaccessible. To complete the meta- 
phor, sign-posts on this route require to bo corrected at two 
or three points. We refer to certain lapses of pen or type- 
writer which, however obviously unintentional, might perhaps 
embarrass a ncw-comer. With this sliglit emendation the high- 
road will be like that wliich the prophet praises, such that the 
wayfarers, though fools, shall nut err therein. 

Leading by easy routes to the most difficult parts of economic 
science, this work is destined to be a powerful aid to scientific 
education. It would not have been improved by discussing in 
greater detail — or otherwise than by exposition of the relevant 
general principles — the burning questions of the present hour. 
If mucli of it might have been written in the ’eighties of last 
century, much of it will be read in the ’eighties of this century. 
It is, as far as what i elates to human affairs can be, iti specie 
eternitalis. 

E. Y. Edgeworth 

Monetary Reconstruction, By K. Cl. Hawtkev. (London : 

Longmans, Green & Co. Ep. vii J- 147.) 

It is not always wise to reprint, without substantial changes, 
a series of occasional essays when the occasions which called 
them forth have passed away; but in this case the venture is 
completely successful. For this there are two reasons. In the 
first place Mr. Hawtrey is gifted with so rare a power of seizing 
the essentials of the present and of forecasting the future that 
the reader has no excuse for feeling that his time has been wasted 
over matters which proved in the event to be of no consequence. 
Secondly, a single dominant thought gives unity to the whole 
series : the pearls are strung on a single thread — the conviction 
that the general level of prices can and ought to be controlled 
by the manipulation of the rate of discount. 
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The first essay, written in September 1915 on the fall of the 
American exchange, is among tJie most interesting. In it we 
find already (pp. 23->4) a succinct and penetrating version of 
two theories which were not to become commonplaces for many 
a long day — the theory of inflation by Governmental borrowing 
from the banks, and the purchasing power parity theory of the 
exchanges. It is difficult to resist j\Ir. Hawtrey’s conclusion 
that at this period of the war a sharp rise in bank-rate would 
have had tlie effect of compelling resources into Government 
service : though whether the politicians would have been right 
to face the psychological consequences of a little healthy trade 
depression is a matter which cannot be decided even in retrospect 
on purely financial grounds. 

Of the remaining essays, No. V stands somewhat apart as 
a convenient and informing description of the structure and 
activities of the Federal Reserve system ; though here again the 
chief emphasis is rightly laid on the function of the Federal 
Reserve Board in controlling credit, and the Board is subjected 
to some gentle criticism for its hesitancy both in raising redis- 
count rates in the winter of 1919-20 and in lowering them in 
1920-21 when the rise had done its work. It is interesting to 
note Mr. llawtrcy’s preference for a “ maximum uncovered 
issue ” as ojjposed to a “ proportional reserve ” system of regu- 
lating note issues, on the ground that the vaunted elasticity of 
the latter is a snare, and adds to the danger of crisis in times 
of contraction. 

The currency system which 3Ir. Hawtrej^ proposes for the 
world may be briefly outlined as follows. Each country so 
soon as practicable is to give its currency a defined value in 
terms of gold, whether (as in our own case) the old value or 
(as in that of most of the c.x-belligercnts) a new value more in 
accord with market conditions. Gare must be taken not to 
choose such a high value as to lead to a breakdown, nor (though 
this danger is disappearing) such a low value as to necessitate 
a great increase in home prices and wages. To ensure economy 
of gold, the values thus determined arc to be maintained by 
means of a gold exchange standard : the participating countries 
arc to hold balances in one another’s currencies, and movements 
of relative prices and exchanges arc normally to be corrected 
by the sale or purchase of these balances rather than by the 
export or import of gold. But the system is still incomplete; 
for there is still the danger that the value of gold itself will bo 
subject to violent fluctuation, either owing to the ill-judged 
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efforts of ambitious countries to secure metallic reserves, or (as 
ill the last three years) owing to vagaries of policy or ineffective- 
ness on the part of the monster which has swallowed two-fifths 
of the world's monetary gold — ^tlie Federal lieservc S 3 '^stcm. 
Hence the value of gold itself must be kept stable by means of 
a concerted discount policy on the part of tiio various central 
banks. 

There is little doubt that IMr. Hawtrey, like Professor Cassel, 
deserves well of the world for harping continuously^ on this one 
theme. Bankers, as he points out, have been for so long accus- 
tomed to regal’d the regulation of gold reserves as the main object 
of discount policy and the elfeid on trade activity as an incidental 
and s<mietimes [U'rnieioiis by-prodiiet , that it needs something like 
a revolution of thought to induce them to use the old weapon 
eonsciously and continuously^ for well-defined ends. And Mr. 
Hawtrey makes great demands on them; for they are not to lie 
allowed (like Professor Fislier’s gold-dealers) to pin their faith to a 
mere mechanical index-number, but must take account of every 
feature of the trade situation. Nevi'rt Jieless it is clear that in 
the long run nothing else will serve, ^rho old method of regu- 
lating credit with reference to reserve pro])ortions was at the 
best clumsy and slow in its operation u])on trade, and under 
modern conditions may lead, as the ])resent position of the 
Federal Beserve Systi'in shows, to prejiosterous results. .Man 
must take another step forward in tlie exercise of control over 
matcjial forces. WJiat vith ]\Ir. Hawtrey and the Sti'V'ensoii 
Commit tec and Dr. Slopes, what a long way we have moved 
from the days when tiie invisible hand could be trusted to do all 
things well ! 

And now for a word of criticism, or at least of caution. Mr. 
Hawtrey’s remedy is certainly no quack nostrum, but is it really 
a panacea? Is it certain tliat any tolerable rise in the discount 
rate will bring peojile to reason wlien tlieir imaginations are 
ont f)f hand, or that even an extreme fall will tempt them it they 
Jiave made nj) their minds to bo sulky ? Yes, says Mr. Hawtrey; 
I will not only take the horse of industry to the wati‘r, hut 1 
will make him drink, and 1 will ])reveiit him drinking the trough 
dry. Blit is the halter of the discount rale really^ strong enough ? 

Secondly, while .Mr. Hawtrey recognises, as any student of 
the 1920 slump must recognise, the dislurhing element introduci’d 
into his problem by that wayward entity “ Hie velocity of circu- 
lation of hank deposits,’' hi.s solution seems a little optimistic. 
“The changes in rapidity of circulation arising from control of 
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credit reinforce its effects ** (p. 139). Precisely, but may they 
not reinforce them so violently as to make the me«hanism of 
control impossible to manipulate with accuracy ? 

Thirdly, not every one will agree with Mr. Hawtrey that 
“ the trade cj^cle is a purely monetary phenomenon,'' nor be 
convinced by his argumenium ad hominem that even if it is not, 
a complete cure is to be found in credit control. It is surely 
the extreme of paradox that if stocks of commodities are short, 
merchants must be prevented by high rates of discount from seeking 
to replenish them (p. 142). How else is abundance ever to be 
restored? And could credit control have prevented — wight it 
to have prevented — the post-war “ replacement boom " in ship- 
building or arrears boom " in cotton cloth ? And in so far 
as the problem is soluble by monetary means, may not our new 
generation of enlightened bankers have to face a task more 
difficult than a mere manipulation of discount rates ~ a selective 
lationing of loans between different industries, and in particular 
])ctwcen the constructional industries and those making for 
immediate consumption ? 

One more criticism on a different matter. Mr. Ilawtrcy’s 
gold exchange standard is to be so comprehensive that the use 
of gold, even for the settlement of international balances, is to 
be practically eliminat(!d : even England and America arc to 
close their accounts not by gold shipments but by dealings in 
each otlier’s currencies. As Mr. Hawtrey admits (p. 13b), tlie 
result would be such an economy of gold as to produce a cata- 
clysmic fall in its value, which would surely seriously increase 
the difliculties of inaugurating the new system. But if gold is 
neither to be trusted as a standard of value nor used as a means 
of payment, its function seems to become purely mystical, and 
its retention hard to justify. ^Ir. Hawtrey assures us that it 
is not a mere concession to prc'judice, but his alternative explana- 
tions — political insecurity, the vested interests of gold producers 
and of the l.)enericiaries of international debts fixed in gold — are 
not very convincing. His practical instinct is jirobably right in 
coining down for tJie present on the side of the retention of 
gold; but if it is to be retained, somebody must be allowed to 
play with it, and the show must not be given away by a too 
general recognition of the virtues of an exchange standard. 

This is a brilliant book, deejdy intellectual in design and 
distinguished in execution. Happy the country which has such 
firm and subtle thinkers in liigh places I 

I). JI. Hobertson 

V 


No. 130. — VOL. xxxiii. 
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The Problems of Population. By Harold Cox. (Jonathan 
Cape. Pi). 198. 6s. net.) 

In this small book Mr. Harold Cox travels over ground which 
is for the most part well known to economists interested in social 
reform, and yet I hope that it will be read by all of them. Un- 
popular causes are here advocated in a fearless fashion wliich 
is characteristic of the autlior. Of course he may be mistaken 
in some of liis views — I might say in our views, for I find myself 
to a large extent in agreement with him — but if so it lies witli our 
critics to expose our errors. The subjects dealt with arc so 
important for the future welfare of mankind that no one who 
is dealing with any cognate questions should pass them by 
unconsidcred. 

Under the licading of the arithmetic of the problem wc are 
first shown, with the aid of many familiar analogies, that a 
population cannot increase indefinitely by geometrical progression, 
that cliecks on sucli an increase must inevitably be introduced 
sooner or later, and that indeed they are practically always in 
operation. Mr. (^ox is no doubt intending to address the general 
public, and he is, therefore, right in making his illustrations as 
simple as possible. It appears to me the fundamental fact which 
the politician ought to grasp is that, in a stationary population, 
the disappearance of one couple must always be made good by the 
appearance of another couple, no more and no less; and that, 
consequently, in these circumstances the average size of the 
family must be exactly two, if only those who live to have off- 
spring be counted. If on the average more than t\vo of the 
family survive to become parents, the population must be 
increasing. By simple facts like these, our legislators should 
be made to see that a high birth-rate must normally result in a 
high infantile death-rate, with all its attendant miseries. 

Passing on to the economics of the problem, here we arc 
reminded that the application of machinery to agriculture 
lessened the number of hands needed for the production of a 
given quantity of food, and that large numbers were thus set 
free for employment in other industries, these being most readily 
carried on in towns. All the raw materials for these industries 
coming from the earth, and none of the sources of supply being 
inexhaustible, the conclusions arrived at by Malthus arc shown 
to be essentially correct. England is, therefore, either now 
actually over-populated, or is faced with an ever-increasing 
excess of numbej-s in the near future. True, the situation 
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might be met temporarily in a measure by intensive cultivation; 
but in time it would be seen that it is not w'orth while coming 
into the world “ merely to plant potatoes, to eat potatoes, and 
to die (p. 38). Other cures for over-population must be found, 
or the unemployment problcn will steadily become more severe, 
with a gradual deterioration in the standard of our civilisation. 
Emigration cannot supply the necessary alleviation; amongst 
other reasons because the kinds of men we can spare arc not 
the kinds wanted overseas. Moreover, we can deduce from the 
figures here given that it would recpiire a shipload of about a 
thousand emigrants to leave our ports every day in the year in 
order to relieve the country of its surplus population. It may 
be that Mr. Cox does not admit that agriculture may go through 
a period of increasing returns in sparsely populated countries, 
because of an increase in the use of machinery and because of 
a steady diminution in the distance between farm and market; 
but this fact, if it be one, will soon be of only theoretical interest. 
The whole world will before long obey the law of diminishing 
returns, when an increase in the iiopulation will everywhere 
mean a decrease in average wealth. 

An increase in numbers is now often demanded on military 
grounds, a plea winch in France is leading to many methods of 
attempting to stimulate human fertility. Jn England the 
experiences of the Great War seem to indicate that the cutting 
off of our food supply might be our greatest military danger 
in the future, a danger which might be increased by every 
increase in our numbers. In any case neither England nor 
France can hope to compete with Germany in a baby ])rodueing 
race, the initial handicap against us in numbers being too great. 
Mr. Cox’s view is that the chief cause of war in future will be 
the economic rivalry of democratic governmenls, a rivalry 
which would certainly be stimulated by any steady increase in 
numbers. Hence French and (icrman elforts to increase the 
birth-rate will inevitably increase the chances of war. It 
becomes a moral duty for every nation to limit its numbers, and 
a league of Low Birth-rate nations for mutual military protection 
is suggested. Certainly the dread of a steady increase in tlu; 
population of Germany is one factor driving France onward on 
her questionable path; a dread which she cannot be blamed for 
entertaining. 

More specific allusions might here have been made witli 
advantage to the increase in the danger of civil disturbances 
and revolution which must arise from over-population. In tins 
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connection the following extract from a letter recently written 
by Sir Horace Plunkett may be of interest. He tells us that 
one of the two reasons why the existing paramountcy of physical 
force in Ireland was established may be stated as follows : — 

“ When peace comes the Free State will somehow have 
to absorb tens of thousands of the young men who are the 
tools of the architects of chaos — the women are beyond my 
comprehension. These young men represent the surplus 
product of the small farms and small towns, who, in normal 
times, make their careers in the United States and in the 
British Dominions. In the war years these successive crops of 
this surplus were unable, and, in the succeeding years, un- 
willing, to leave their country. Public opinion, to which the 
Irish are notoriously susceptible, not only compelled these 
young men at the most impressionable time of their life to 
keep out of the big war, but equally drove them into a guerrilla 
war against the British army. It was an education in 
brigandage. This absorption will be the chief practical task 
of Irish ix\ioe.” ^ 

]\Ir. Cox pleads strongly in favour of quality as an element 
of military strength, and that plea I wish most strongly to 
endorse as regards every aspect of the birth-rate of our nation 
in the future. Additional safety might be secured by racial 
improvements without any additional risk of war. In this 
connection the records of the mental examination of the 1,700,000 
recruits who entered the American army during the Great War 
appear to me to be capable of yielding much valuable information. 
We know that the rale of increase of our population in the 
different strata of society varies very greatly ; and we know that 
in 1911 the population of England had increased by about 50 
per cent, in the i)receding twenty-five years. Now for the sake 
of argument let it bo assumed that, although a like increase 
is now taking place, these additional numbers are being added to 
the lower half of the nation as judged by these mental tests; 
and it w;ould, in fact, be hard to prove that this is not the case. 
The American investigations proved tliat the average mental 
age of the whole population was about 13J- years; and I judge 
from the figures given that if the lower half of the population of 
that country were now to be doubled in numbers, whilst the 
top half were to remain stationary, the average mental age of 
the whole nation would be reduced to under 12 years. Let me 
confess that this may be fairly described as an impressionist 
statistical result, which is only here mentioned in order to 
^ Times, March 20, 1923. 
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stimulate trained statisticians to undertake more accurate 
inquiries. It is true also that much might be said did space 
permit as to the meaning of the term mental age ; and, moreover, 
that the American tests certainly did not altogether eliminate 
the effects of environment, as was no doubt intended. It is, 
however, to bo observed that many of those who have been 
closely connected with such inquiries are convinced that the 
differences detected by these mental examinations are largely 
innate, and therefore only to be somewhat reduced by improve- 
ments in the breeding of the lower intellectual strata. After 
making all deductions on these accounts, it yet appears certain 
that a material fall in the average mental age of our nation might 
be brought about in the course of a few generations by differences 
in the birth-rates of the different strata. This might occur 
without any noticeable change taking place in the birth-rate of 
any one class taken separately. It would l)e like tlic slow and 
unperceived advent of old age; and old age would come on 
quite unnoticed if we were as ignorant of its symptoms as poli- 
ticians are of those signs of decay which preceded the downfall 
of many an ancient civilisation. In fact the differential birth- 
rate may be gradually sapping our military efficiency, and may 
be producing even more disastrous effects on the civic qualities 
of our nation. Can anyone prove that no such slow deterioration 
is now taking place ? 

Mr. Cox passes on to prove, as I think conclusively, that 
the introduction of any drastic socialistic system would inevitably 
lead in time to the introduction of drastic checks on the population ; 
for numbers would thus be made to increase even more rapidly 
than at present, and the evils of over-population would come 
to be more easily recognised. Socialists should, therefore, be the 
first to join in a campaign to prove that “ where the birth-rate 
is uncontrolled, poverty will continue ” (p. 110). This is partly 
due to the fact that “ a high birth-rate means a relatively large 
number of children w^ho for many years can only be consumers of 
wealth ” (p. 122). Stress might also be laid by the advocates 
of birth control on the fact that children bring no capital into the 
world with them ; or, in other words, that an increase in the 
population must result in an immediate decrease per head in the 
facilities for production. 

Questions connected with racial improvement are next 
dealt with ; and here I cannot but feel that it would have been 
an advantage if the words “ race ” and “ racial ” had been 
clearly defined. The saying “ bon chien chasse de race ' ’ does not 
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allude to tho<e (qualities of a hound wliich are due to its training; 
and it would make for clarity of argument if the word race,” 
having due regard to its etymology, were only to bring to mind a 
certain similarity in those qualities wliich are inborn or which 
result from a common line of descent. For example, it is not 
easy to interpret the statement that the inliabitants of slums, 
by producing children, ‘‘ are lowering the average strength of the 
race” (p. 129); for it might imply that qualities acquired in 
bad suiToutidings aio transmitted as a natural inheritance to 
the next generation to a material extent, a view generally 
repudiated in the scientific world. Again, in connection witli 
questions ot racial stock, Mr. Fox alludes in no complimentary 
spirit to those who hold that the diminution of the struggle 
for life would provoke d(‘cay ” (p. lo4). He might with advantage 
study Professor Pearson’s elaborate proofs tiiat natural selection 
is still in ojicration, and that the struggle far existence, in the 
scientific sense of tlicse words, is still producing immediately 
cruel hut ultimately benelicial effects. Unless the distinction 
between racial and environmental effects is very clearly kept in 
view, unjustifiable deductions may bo made. Dr. Brend is 
quoted as saying that “the total (infant) movtality in urban 
areas as n whole exceeded that in the rural l>y 2.> per cent.” 
(p. 57), these words being held to indicate that ui l>an conditions 
are unhealthy in comparison with thos(; obtaining in rural areas. 
But may not a certain proportion, large or small, of this excess in 
the death-rate in towns be due to the inferior natural qualities 
of the town dwellers? The cotton-spinning towns contain 
a smaller and weaker race of men than do the mining areas; 
the explanation being that many youtlis who were loo innately 
feeble t(j work in the jnines drifted into the manufacturing towns, 
there to reproduce their kind. In like manner many of tlie weaker 
children born in tlie country, being the last to get employmojU, 
might often have l.’cen the first to migrate to neighbouring towTis. 
And the fact tliat in urban areas baby clinics, hos[)ilal nurses, 
doctors, etc., are more accessible than in sparsely populatc'd 
country districts, may cx])lain the fact mentioned by Dr. Brend, 
that the greater urljan death-rate, which [ suggest is largely 
due to inferior natural qualities, does not obtain in the earlier 
months of infant life. Mr. Cox is, of course, right to denounce 
slum life; but can he bring conclusive proof of the relative 
unhealthiness of life in fairly well-regulated towns ? 

The only way to get rid of a C3 population, we arc told, 
“ is to persuade C3 parents to refrain from producing C3 children ” 



1923] 


cox : THE PROBLEMS OF POPULATION 


213 


(p. 139), and this is to be done by birth control of some kind or 
other. If Mr. Cox would omit the last “ C3,” I should only 
differ from him in this matter in being rather more pessimistic ; 
for I fear that a considerable section of the population will be 
found to bo quite unpersuadable, unless indeed “ persuasion 
be enforced by very drastic “ sanctions.” 1 agree that “ it is 
impossible to estimate the amount of human misery that could 
be saved if all these poor mothers were placed in possession of 
information which would enable them to control conception ” 
(p. 134); and therefore I hold that birth control must be 
recognised. But I believe that its attendant evils will be more 
readily combated if in no way minimised. Ihomiscuous inter- 
course will probably be somewhat encouraged ; at all events 
amongst those who arc now’ only virtuous thivuigh fear. Again, 
every strata of society contains persons endowc'd in v(n’y dilYereiit 
degr(M‘S with those natural (pialitics which promote ])riulence 
and forethought ; and it will always be those most highly endowed 
in these respects w’iio will be most readily ]>ersuadcd to ado])t 
birth control methods. Kvery fresh advocacy of birth control 
will produce both eugenic and dysgenic ri‘snlts. and it will always 
be diilicult to be certain wirich will \)revail. Personally 1 shall 
join no birth control organisation which does not coiuhnnn the 
undue use of birth control amongst tlu' more lit rpiite as ])ersis- 
tently and forcibly as it advocates birth control amongst the less 
111 ; for I hold that racial deterioration in the tiiturc, if no stops 
be now taken to check its advent, will })ro\e to b(' a greater evil 
for mankind than over-popubtion to-day. 

After dealing eff(‘ctively with mental defect and insanity, 
^Ir. (\).\ is led on to discuss sterilisation ; a subject he tackles in 
his usual fearless style, for which we should be grateful. Ho 
suggests, rightly as 1 hold, that it .'should b' adtipted at lirst as 
a voluntary measure; in the ease of nu ntal ilefeiiives, liowever, 
the consent of the relatives being a sutiieieiit safeguard. Here, 
again, I am inclined to lay somewhat more stress on tin* disad- 
vantages accom{)anving surgical stmilisal ion. For females a major 
operation is neccssaiy ; though in this re>pcct we lind no argument 
whatever against the sterilisation of mah*s. As a method of 
sterilising mental defect ive.s, segregation presents great advantages, 
especially because it is so often the kindest course tc) adopt. 
Lastly, there is a strong instinctive dislike to all interference 
with sexual functions, an instinct for wbu h there is an adequate 
evolutionary explanation; and to overcome any such deeply 
implanted feelings may prove to be a ditrieult t.i^k, needing much 
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patience. Nevertheless, without the aid of sterilisation it will, 
in my opinion, probably prove to be impossible to prevent the 
slow decay of our civilisation. 1 hope some day Mr. Cox will 
advocate a thorough inquiry into the efficacy of X-rays for this 
purpose ; for by their use it may be possible to overcome some of 
the inevitable opposition to sterilisation in any form. 

I do not propose to follow our author in his last chapter, 
where he deals with the ethics of birth control ; for space forbids. 
It is for those who rely on Biblical arguments to answer him in 
that line of reasoning, if they can. It is for those who assert 
that the public sanction of birth control would necessarily make 
the world a less happy, healthy or noble abode for man to prove 
their case, if they can ; and I believe that they cannot. 

Leonard Darwin 

Outspoktn Essmjii (Second Series). By William Ralph Inge, 
C.V.O., D.T)., F.B.A., Dean of St. Paurs. (Longmans, 
Green & Co., 1922.) 

When Dean Tngc discusses economic questions, as in several 
of these essays, he falls into more than one of the pitfalls that 
lie in wait for specialists in one held when they enter another. 
He tliinks he is dealing with an easy subject, prefacing a highly 
questionable statement with ‘‘ It must be clear even to the 
least intelligent member of the House of Commons ; he assumes 
as true widespread and very harmful popular heresies, such as 
that more machines “ would reduce the number of men and 
w'omen for whom employment could be found”; and he con- 
demns avowedly imperfect measures, sucli as the provision of 
“ doles,” without suggesting any substitute which alone could 
make then unnecessary. 

The prevailing characteristic of Dean Inge’s economic point 
of view appears to be distrust of too high hopes for progress 
or for man, which, though it need not logically result from the 
philosophic principles he holds, does appear to be the psycho- 
logical result in his case. He has an a priori disbelief in tlie 
likelihood of any considerable measure of reform, and a con- 
sequent belief that our present economic system is permanent, 
or at any rate unlikely to be bettered. He regards with con- 
tempt the “ popular faith that everything is possible to organised 
effort,” though that faith in its best form is strangely similar 
to what he himself says was characteristic of early Christian 
thought — ” the vigour of hope in the minds of men, combined 
with great fluidity in the forms or moulds into which it ran.” 
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Hope or confidence is important in the economic as in other 
realms, and it is largely through the lack of this Christian quality 
that the wheels of industry have run so slowly recently. Ca* 
canny, which, as Dean Inge sees, is responsible for much, is 
the result of false economic doctrine, very widely held, namely, 
that there can very easily be too much of a good thing, that 
over-production is likely, that there might well not be work 
enough to go round. This is a belief, true in the short run and 
in specialised fields, but absolutely false in the long run and 
wide view, which is shared by many employers and employed 
alike, and apparently by Dean Inge himself, judging from his 
statement already quoted about machinery. 

We need also to be hopeful and enterprising in working for 
international agreement which may prevent the workers of one 
lace from endangering the standard of living of another race 
by selling their labour too cheap. This, w'hich Dean Inge does 
not even allude to in his essay on the “ White Man and his 
Rivals,” is no utopian idea; international labour regulation 
has already begun, and its development depends largely on our 
faith in its possibility and desirability. Economics without 
faith is indeed, and has always been, a dismal science, and, 
stimulating and witty as he is, Dean Inge’s popular nickname is 
not unjust. 

Anne Ashley 


The Decay of Capitalist Civilisation, By Sidney and Beatrice 
Webb. (Longmans. Pp. vii + 182. 2^?. Grf. and 4^. 6rf.) 

In bringing their new book to a conclusion, Mr. and Mrs. 
Webb themselves supply the appropriate short title and descrip- 
tion. “ We have never before,” they state, “ framed an indict- 
ment of the capitalist system ” ; and, a moment later, they claim 
that they have in the past abstained from “ moral judgment of 
capitalism.” The lirst part of their Socialist Constitution might 
perhaps have been excepted, and even the earlier works left on 
the careless reader the impression that the authors had made some 
very general criticisms of the existing economic order from a very 
definite political standpoint. But it is true that their pre-war 
books were either historical or, if their subject matter was a 
contemporary problem, were directed to establishing some con- 
structive proposal, and that the criticism in the post-war books — 
the one under consideration in particular — has a new object, or 
at any rate a different emphasis. Perhaps Mr. Tawmey’s recent 
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essay suggested to them that they might deliver themselves of a 
final judgment on modern civilisation ; certainly they have earned 
the right by the great contribution they have made to our under- 
standing of it. It is as difficult to frame an indictment against 
a “ system ” or a “ civilisation ” as it is against a nation; but if 
tlie thing is to be done, it is here done well. 

Mr. Tawney diagnosed as the chief disease of modern society 
the right of ‘‘ functionless property,’’ and attributed to it many 
evils that might more easily be traced to the unequal distribution 
of the property. Mr. and Mrs. Webb adopt his phrase and share 
his dislike of the institution; but, with a truer sense of economic 
actualities, they stress the resulting inequality as the chief 
evil. The difference is perhaps only one of emphasis, since the 
inequality itself is attributed to the private ownership of capital ; 
but one can follow and accept the demonstration of the extent 
and results of economic inequality without accepting the necessity 
of abolishing the private ownership of capital. 

This demonstration is the chief service of the book. IMr. 
\"eblen, Professor Urwick and Mr. Withers, to mention no others, 
liave dealt with particular aspects of the subject; Mr. and Mrs. 
Webb make it the chief count in a comj)rehensive indictment of 
the whole economic order. The reforms that they urged before 
the war, deducing them from their historical and descriptive 
studies, the ‘‘ Policy of the National Minimum ” and the “ Pre- 
vention of Destitution,” are now declared to insufficient, 
l)ecause they would leave inequality unimpaired. Of the four 
main criticisms that Socialism makes of modern industry — 
unnecessary povert}^ inequality of income, ineqtiality of })ersonal 
freedom, and an unscientific and immoral organistition of pro- 
duction — the three first arc incidents or aspects of the one funda- 
/ucntal evil of economic inequality. The misdirection of j)ro- 
diiction, the economic waste, the inequality of social status that 
counteracts and impairs a nominal political equality and an 
alleged equality before the law, are set out clearly and logically. 
Moreover, ha\’ing adopted a form and tone of statement that imply 
|>ersonal responsibility somewhere, Mr. and Mrs. Webb have the 
candour to indicate the persons against whom the indictment 
lies; “ as the institution makes each owner a member of a privi- 
leged class, and could be superseded by more advantageous 
arrangements if the class would give up its privileges, it is not 
altogether unfair to hold each and every member of the class 
re.sponsible for the results of these privileges ’’—with the stress 
laid by the context on the word “ owmer.” 



1923] WEBB ; THE DECAY OF CAPITALIST CIVILISATION 


217 


Unfortimately the literary form best suited to stab the acqui- 
escent rich (if they ever read the book) into consciousness is not the 
best suited for a complicated piece of economic analysis, and the 
present book has not the value to the student that the authors’ 
historical works i)ossess. An “ indictment ” can hardly be 
scientific ; it must simplify unduly to make its points, and over- 
state its case to press them home. The chapters on inequality 
and its results are free from these faults ; the same can hardly be 
said of the chapters on the initial success and eventual failure 
of the Capitalist System and on the System as a cause of war. 
These ehaj)ters make exciting reading. The section headings — 
The Kuin of National Kesources, The Worsening of Commodities, 
Gain without Production, The Hypertrophy of Selling Agencies, 
How Over-Production Occurs, The Loss of the Whip of Starvation 
— provide a series of texts for revolutionary oratory and a 
catalogue of problems for responsible statesmansliip. Put they 
liardly give a just and balanced view of the actual working of 
industry to-day. 

A priori it is unlikely that we shall be able to explain all the 
evils lierc attributed to it even by an institution so fundamental 
as the private ownership of capital. In spite of tlie lengthy 
delinition, which the authors, “ at the risk of pedantry,” give on 
p. 4, it is not clear what exactly they intend to cover by the 
phrase “ capitalist civilisation.” They date its decline from about 
1850; one would have thought that the decade that saw the 
extension to industry in general of the principle of limited lia- 
bility joint-stock, and the foundation of an ellective system of 
public control by Factory Acts and trade unionism, marked the 
true beginning rather than the decline of modern capitalism. 
The argument constantly seems to assume that the ownership 
and control of ca])ital arc still united, or, at any rate, that their 
.sej)aration means the end of capitalism ; it does not distinguish 
clearly between the control which the rich exercise over industry 
as purchasers and the much more shadowy control that the 
“ functionless ” among them exercise as stock and bond-holders, 
l)etween profit as an incentive and profit as an accounting device 
for confining cost within the limits of demand ; it treats the com- 
bination movement (which it exaggerates) as the negation of the 
principle of private enterprise, and the modest provision of 
unemployment relief since the Armistice as the death-blow to 
capitalism; a whole section is devoted to the argument that 
“capitalism ” broke down, once the “ whip of starvation ” was 
taken out of the capitalist’s hand; all of which seems to point to 
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a conception of industrial organisation which may have been 
accurate in 1840, but is not the industrial organisation of to-day. 
Either the criticism is an academic exercise, being directed against 
the sins of a generation that is past, or, if it aims at contemporary 
evils, it does not always find the mark. 

A similar neglect of dates appears in the treatment of the 
most recent period. In excusing the book (or excusing themselves 
for not writing it sooner — it is not clear which) the authors adduce 
the “ acquiescence in the progressive development of political 
and industrial democracy before 1914 and contrast it with the 
post-war reaction; they mention particularly “the establish- 
ment, for millions of workers, of a legal minimum of wages . . . 
and . . . the progressive allocation of a steadily increasing share 
of the national income ** to pensions, education and the like. 
But there were only half a million workers under the Trade 
Boards Act in 1914; the big extensions were made under the 
1918 Act. And the proportion of the national income directed 
to the wage-earning class by authority has certainly l>een greater 
since the w\ar than before. The war itself is treated as a result 
of capitalism, and not rather as the main cause of our present 
economic disorders ; it is represented as a war for markets, and 
not, as it obviously was, a war between markets, that badly 
needed each other. And not only arc this war's effects slurred 
over; the suffering that attended the first two decades of the 
nineteenth century, and the rise in the Poor Rates that indicated 
it, are attributed wholly to the Industrial Revolution, with no 
suggestion that the Napoleonic wars may have had something to 
do with them. 

It is over-simplification again to ignore the distinction between 
the evils that are due to private ownership of capital and those 
that arc inherent in large-scale, specialised production for the 
market. Take the reference on p. 15 to the increasing inequality 
“ between the relatively small class of persons who ovm and 
organise the instruments of production and the mass of the people 
whose livelihood depends on being permitted to use them " ; 
suppose the words italicised to be deleted ; would the essential 
inequality of conditions which any large-scale organisation 
involves have disappeared ? Or the reference on p. 58 to the 
unrepentant Liberal, who refuses to recognise that a man who is 
divorced from the instruments of production cannot live his own 
life ; is it not the nature of the machine, rather than the ownership 
of it, that reduces the worker to the status of a cog 1 The depend- 
ence of the capitalist organisers, even the biggest of them, on the 
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market is usually ignored, the possibility that profits may give 
place to losses is not stressed, the practical problem of valuation 
and distribution is hardly faced. There seems to be an authori- 
tarian bias in the authors* thinking that makes it difficult for them 
to appreciate the conception of an economic organisation based 
on spontaneous contract ; they hark back with regret to the war- 
period, when Authority decided what we should do and what we 
should be paid and what we should consume, without apparently 
realising that all this authoritative direction was only possible 
because the war gave an accepted, over-ruling, national purpose, 
by reference to which priority scales could be constructed and 
“ control ” substituted for market determinations. It is signifi- 
cant that they speak of the capitalist system “ incidentally ” 
training the nation in the science and art of co-operative working 
in industry, transport, commerce and finance ! 

The object of a book is to analyse and judge, but the analysis 
is influenced by the conception of a different organisation which 
the authors have described elsewhere. In the early part of the 
nineteenth century, it is pointed out (pp. 83-4), the alternative 
of a “ public or collective organisation ** was not practicable. 

Profit-making was, in fact, at the opening of the nineteenth 
century the world’s substitute for qualities which did not at the 
time exist, for self-discipline, for professional technique, for 
scientific knowledge, for public service, for the spirit of free 
association, for common honesty itself.** It is gratifying to know 
that these social assets are now available for reconstruction, even 
if they have not yet been used to construct the alternative “ public 
or collecti\'ist organisation.** Meanwhile the economic order 
that was established by the reformers of a hundred years ago 
in essentials persists. Are its fruits really so bad as a reading 
of Mr. and Mrs. Webb’s l)Ook suggests ? 

When I had finished reading the very convincing demonstra- 
tion of the complete failure of capitalism in the latter half of the 
book, I could not help thinking of the “ man midwife*s ** demon- 
stration in Tristrain Shandy of the impossibility that anybody 
could have been born before the recent advances in obstetrical 
science \vere made available, and Uncle Toby’s comment : “ ‘ I 
wish,* quoth my Uncle Toby, ‘ you could have seen what prodigious 
armies we had in Flanders.* ** Who would expect, after reading 
of the “ hopeless inefficiency ’* of modern industry, of the whole- 
sale degradation of the nation ** under the present system, of the 
“ universal sabotage ** inherent in the present organisation, of 
the “ struggle for pecuniary profit among rival groups of capitalist 
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entrepreneurs as having been the most potent cause ... of 
recent international conflicts ” — who, after reading all this, 
would expect to find that real wages had increased 80 per cent, 
between 1850 and 1913, that a rapidly increasing population 
had been maintained at a steadily improving standard of life 
(until war intervened), that the last century — ^the century of 
capitalism — included more years of international peace, few as 
they wej o, than any century since the peace of Rome was broken ? 
Mr. and Mrs. Webb have contributed more than any other writers 
to our knowledge of the historical processes by which conscious 
public control has been imposed on industrial conditions and 
industiial relations, they have been more fruitful than any of 
their contemt^oraries in proposals for improving that control, 
but they make one wonder sometimes whether they are really 
interested in industry itself, in the spontaneous organisation by 
which forty millions of people in this little country are some- 
how’ fed, clothed, housecl and amused, so regularly that tlie 
acliievement escapes our notice, 

IIknrv: Cl.vv 

Recent Economic Develoimenls in Rui<.sia. By K. Lkites ; edited 
by H. Westeuoaard. Publication of the Carnegie Kndow^- 
ment for International Peace. 

La Debacle des Eoviebs el la Re'<tai(ration economifjuc do la Rn.'^.sie. 
J^hhnoircs presentes a la Conference de Genes par T Association 
Financicre, Industriellc et Commerciale Russo. (Paris, 1022.) 
Riifidia after Four Years of Revolution. By S. S. MasIofT; trans- 
lated by A. G. Pa.scjikoee. (London and Paris, 1923.) 

La Lerjislatiofi Sovietiqne et la Donfirence de la Ilaye. By Al. 
PiLENCO. (Paris, 1922.) 

Is attempting to pass judgment on anything written about 
Russia under present conditions there are several pcjints wliich 
must be kept in the forefront of one's judicial vision. In the 
first place, the whole Russian problem is of such appalling com- 
plexity, the territory and population are so vast, the sources of 
information are so diverse, and frequently so unreliable in sx)ite 
of the often irreproachable character of the observer or reporter, 
as to make it necessary to accept any statement of facts or any 
conclusions drawn therefrom with the greatest reserve. Another 
even more serious difficulty lies in the fact that most of the in- 
formation available about Russia comes of necessity from indi- 
viduals whose most vital interests have felt the touch of the 
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terrible events of the last few years. Only a superman could have 
passed through such experiences and emerged with his judgment 
wholly unwarped. By the very nature of things the more normal 
observer is tilled with prejudices, lie may pronounce perfectly 
honest judgments, but these judgments are built up around facts 
as he secs them, and he inevitably sees them in the light of his 
prejudices. A third difficulty arises from the extreme rapidity 
of the movement of events. It is impossible for any writer to 
publish anything on Russia quickly enough to avoid having some 
of his material already out of date. And the greater the care he 
exercises in preparing his work, the more time he spends in check- 
ing his statements, etc., the less valuable will be his data as giving 
a picture of conditions at the time of publication. All four of 
the publications under review suffer from these inherent difficulties 
of the sulqect, though in different degrees. 

The first of the above books may be recommended to readers 
who w'ish to obtain a general view of economic events in Russia 
from the outbreak of the war down to the end of 1919. The first 
two parts into wliich the work is divided (Part I, General Effect 
of the World War on the Economic Life of Russia prior to the 
ilolshevic l^cvolution ; and Part II, Results of the Economic 
Policy of the Bolshevists) are admirably suited for tills purpose, 
rhe material lias been carefully tligestod, and the results are 
jirosented with clarity, conciseness and impartiality. There 
fias been some carelessness either in compilation, translation or 
proof-reading, for a number of statistical blunders have been 
permitted to creep in, but on the whole' they are not of such a 
nature as to affect seriously the usefulness of the work. Of Part 
111, however (Economic Life in Soviet Russia in 1920), one might 
almost say it would better have been omittcil. As a historical 
record it might have some value it if were well done, but un- 
fortunately it presents a marked contrast in this respect to the 
preceding Parts. It is scrappy and unconvincing; its use of 
technical trade terms and names is amateurish and confusing; 
and its statistics are just sufficiently full of obvious errors and 
glaring inconsistencies to make one hesitate to accept any of its 
figures with confidence. In any case, its statistics are now' so far 
out of date as to be of little use to a reader wishing to keep himself 
(u rapport with the present Russian situation. 

The memoire on La Debacle des Soviets et la llestauration 
economique de la Riissie commands one’s immediate attention 
because of the evident care with which it has been prepared, the 
admirable form in which it is presented, and the general fairness 
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of tone on the part of the memorialists, who might have been 
expected to voice their grievances instead of attempting to 
formulate constructive suggestions. The Association presenting 
the m^moire is made up, according to its own statement, of finan- 
cial, industrial and commercial interests, “ proprietors and 
directors of enterprises and resources of Russia valued at many 
milliards of gold roubles.” The mimoire is a statement of their 
case before the world, and they have made it with admirable 
poise. In their presentation of facts one rarely finds any evi- 
dences of bias ; only here and there is a word or phrase which 
betrays an animus. On the whole, all those parts of the memoir e 
which deal with the statistical basis of the situation give as 
complete and fair-minded a picture as anything that has yet been 
published. Unfortunately, the data are brought down only to 
the first months of 1922. A few developments have taken place 
since then which modify the picture slightly, but they are of no 
great consequence. 

When the memoir e turns to the constructive side, however, it 
is necessary for the reader to use greater caution. The former 
industrial, financial or commercial leaders of Russia have been 
through the fire of the most terrible conflagration the world has 
ever seen. By the very nature of things their impulse is towards 
remedies which merely reverse the movement which brought 
about the cataclysm. Their judgment, however honest in intent, 
is, by the force of circumstances, held in the groove which leads 
towards a return to “ normal ” ; that Is, to conditions exactly as 
they knew them before 

The object of the mimoire is to elucidate the conditions upon 
which any real reconstruction of Russia must be based. This 
it does at considerable length, but the summing up of its con- 
clusions might be put into a single sentence ; “ Restore the entire 
political and economic institutions of Russia to the status of 1914 ; 
reinstate the proprietors, owners, directors, etc. of industry ; 
and grant them large foreign loans for the rehabilitation simultane- 
ously of all industries.” They will listen to no suggestion of com- 
promise in the matter of State control, management, or ownership 
of any industry whatsoever; they reject any sort of piecemeal 
reconstruction, beginning, say, with agriculture, and passing in 
time up through mining, metallurgy, manufactures, etc. ; they 
spurn the suggestion that Russia is so far reduced economically 
that the only prospect for recovery lies in treating her to all 
intents and purposes as a terra nova whose re-emergence into the 
economic world of affairs must come gradually, beginning with 
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the export of food and raw materials, and the import of 
manufactured goods. 

The mimoire is not convincing on these points, and there 
are many reasons for refusing to accept its conclusions. Neverthe- 
less, it performs a real service in presenting the case clearly and 
forcefully. 

Of the two remaining pamphlets under review, Professor 
Masloff’s and Professor Pilenco’s, little need be said. They both 
betray so bitter an animus as to force any real seeker after the 
truth of things in Russia to accept all their statements with 
extreme reserve. 

The first part of Professor Masloff’s work, which deals mainly 
with economic conditions, contributes nothing new, and one is 
rather annoyed, though also somewhat amused, by the use of 
such phrases as : “ The collective soul of the nation,'* or the rather 
confusing statement that “ the dim near future of Russia lies 
concealed in the sphinx-like soul of the Russian peasant.” The 
best chapter of the work is the last, “ The Communistic Party,” 
in which, though the author rather tends to ” prove too much,” 
there is a clear analysis of the political forces at work in the 
country. 

Professor Pilcnco is a student of jurisprudence, and Jiis pam- 
phlet is a lawyer's reply to the note of March 15, 1922, to the 
Governments of Great Britain, France and Italy, in which Mr. 
Cnicherin seeks to prove that Russia possesses codes of modern 
law, etc., such as would guarantee the rights of foreigners going to 
that country. 

Professor Pilenco gives a very com 2 )lete and extremely interest- 
ing review and analysis of Soviet legislation, and the pamphlet 
will be of real value and great interest to any reader wlio wishes 
to follow somewhat in detail the astounding experiment of the 
Soviet in attempting to wipe the slate clean of all laws and to 
manufacture a new^ system out of hand, with the bizarre results 
to which the experiment has led. 

One cannot, however, follow Professor Pilenco too far in his 
conclusions. He apparently loses sight entirely of the fact which 
must be borne constantly in mind if we w^ould understand the 
situation in Russia, namely, that ” practice and precept ” have 
relatively little in common. During the j^eriod of the triumphant 
advance of communism, decree after decree was issued, mostly 
abolitions of former existing rights or methods. But these decrees 
were only on paper, none of them was ever wholly applied, and 
Rome of them were scarcely ever applied at all. Practice lagged 
No. 130.— VOL. xxxiii. Q 
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far behind legislation in this process of annihilation of the old. 
Neither in jurisprudence, economics, trade, social relations, nor 
intelh'ctual activities did Russia ever sink to a point which we 
would imagine it to have reached if w^e studied its legislation 
alone. 

The Soviet ;\utiu)iiti{‘s tliemselv'es soon recognised this fatal 
lag ; and for the past two and a half years iiavc been gradually and 
reluctantly “ retreating,’* bringing their legislatjon back towards 
something like accord w ith practice. In the downward movement 
])ractice was far in the rear of legislation ; in this return movement 
upward, it is ])rac(ice which leafls, and legislation follow^s slowly 
and resistingly behind. The last word has not been said, as 
Professor Pilenco seems to imagine it to have been, wiien lu? shows 
conclusively that such aiul such a law is not on the statute books. 
In spite of this aspect of the matter, however, the pamphlet m\ist 
be regarded as a complete refutation of Mr. Chicherin’s claims. 
Professor Pilenco has routed him wdth J)is f)W’n weapons. 

Lixoonx HuTCffJNSON 

Der Selhdfitord IWies. Wirlsvhajl in Oesterniclt. {The 

suicide of a people. The Austrian social policy.) By 
►SiEGFRiEJ) Strakoscii. (Vieiiiie : Kikola publ. 1022. 
Pp. 124, Sv^o.) 

When, from 1010 till 1021, Au.*;tria was ruled on Socialist 
mothod.s, this new republic was sometimes called “ Little l^ol- 
shevikia." The meaiiing of this pou-fp fJ'pyprit is fully shown in 
this booklet, written by n man of a pc culiar scientilic and practical 
cfunpeteiice. J.)r. von Htrakosch, long known as ipialilied by 
.science and by great experience botii in agriciiltun* and in indus- 
trial business, aims at pre.^enting an exhaustive account of Ihr- 
tragedy of the Austrian people. Jli.s .statements are so conclusive 
that they might serve as a text-book. He shows in practice the 
working of Marxian doedrines in Austria and prove s their illusions 
and tJicir pernicious i-esult.s. 

Never did poliiical paidobafia cau.se jnore njisfortuiic tiia/i 
in our post-war days. In the case of Austria it lias led to fatal 
failures, creating mi.sery for a whole civili.scd people, so far as it 
does not consist of profiteers. Dogmatic polities proved to be a 
cause of moral dissolution a.s well as an economic disaster. "I’he 
cause of tin’s development was the manner in which the peace was 
concluded. The Treaty of St. (lermain contriliuted jnost to the 
attraction of Socialistic promi.ses, wliicli ]>i (tended to end 



1923] Booas ; tub international trade balance 


225 


political, economic and social serfdom, and contrasted a sad 
present with a bright “ Future State.” But the legislation which 
followed along Socialistic lines has quickly lessened, even in 
agriculture, the efficiency of the workmen, who were given welcome 
privilege, secured by law — short days, sufficient payment, assurance 
against dismissal, influential works councils and unemployment fees. 
Further, as a result of a railway strike, practically all workers 
and employees in Austria secured in 1922 a sliding increase of 
their wages and salaries, according to the rise of the market 
prices of common necessities. So their wages could not suffer 
from the dearness caused by the general depreciation of money 
— a really unique guarantee of the standard of living and a curious 
monopoly on the part of the wage-earning and salaried classes. All 
these measures weakened the efficiency of work — and that of the 
business men was lessened also, because they were overwhelmed 
with administrative work of various kinds and with the never- 
ending worry, engendered by a continual flood of laws and 
ordinances of all sorts, often intricate, mostly hardly intelligible, 
and sometimes giving free play to administrative chicanes. The 
capital was constituted as a separate province under a firmly 
established Socialistic majority. The contempt of economic 
knowledge as a bourgeois superstition, the disintegration of all 
productive work, hindrances by the multiplication of frontiers, 
by the difficulties and high costs of transportation, by the high 
import and export duties of the neighbouring States, by the 
continuous inflation of their own monies and by the vehement 
fluctuation of changes, contributed and reacted on each other 
in their detrimental effects. 

The anti-capitalistic legislation lias not cured the labour 
unrest, but has created a growing malaise and a dangerous uncer- 
tainty in business. The financial disaster of the country and the 
ruin of its former middle classes are further consequences of the 
moral and economic dissolution of this much-injured people. 

E. SUIIWIEDLAKD 


The International Trade Balance in Theory and Practice, By 
Theodore H. Boggs. (New York : the Macmillan Co. 
1922. Pp. viii 221.) 

This book consists of two parts : an introductory examina- 
tion of the “ Theory of the Balance of Trade,” and an explanation 
of the causes of excess of exports over imports or imports over 

exports in the case of the U.S.A., the U.K., Canada, India, 

q2 
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Australasia, aiul South Africa, together with comments on 
the foreign exchange situation in general, and, in particular, 
on the exchange position of these selected areas. 

TIuto is no mystery about the “ Excess of Imports over 
Exports ” or “ Exports over Imports.” In a world in which 
goods and services constitute the objective conditions of material 
welfare, and in which such goods and services are exchanged 
between inhabitants of the artificial units called “ states,” it 
is quite clear that when the trade statistics reveal an excess 
in either direction, this must be due to the inadequacy of the 
statistics, or must be explicable by reference to the fact that 
goods arc being exchanged against (non-recorded) services, or, 
finally, to the fact tliat a time gap occurs between the transfer 
of one portion of the goods exchanged and the transfer of the 
other portion, all “ capital and interest ” transactions being 
explicable in this way. From the purely economic point of 
view, all that lias to bo dealt with are masses of goods and streams 
of services, and all that analysis can do is to explain how and 
wliy these goods and services arc being transferred. 

Unfortunately there is a temptation, to wliicli Prof. Boggs 
has also fallen a victim, to mix up the causes for the flow with 
the flow itself, which is largely due to the invention of the phrases 
“ invisible imports ” and “ invisible exports.” He starts quite 
correctly in showing that the visifde excess of imports or of 
exports does not correspond to any ultimate excess of indebted- 
ness : that interest payments, capital payments, shipping ser- 
vices and the like are terms in an equation which always equates. 
But he is so far misled by the ])hrase “ invisible debits and 
credits ” as to imply that the visible movement of goods must 
be wjijmjated with the “ invisible ” movements of capital, interest 
and the like. How otherwise can one explain the remark on 
p. 16S, that “ it must be recalled that a large part of India’s 
foreign loans enter the country in the form of railw\ay and mill 
equipment, and as such it is counted in merchandise imports. 
Therefore the amount of net capital flowing into India annually 
is much reduced ” (italics mine) ? 

In the balance of indebtedness there is no balance to be 
explained, if all the items are included, but in the balance of 
indebtedness there are no visible or invisible items at all — there 
are only sums owing and owed. So in the figures of imports 
and exports, there are only goods, all of which are visible, or 
they would not be tliere. Neither in the one case nor in the 
other is there the slightest justification for distinguishing 
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visible ” and “ invisible.” The result of thinking of the goods 
as “ merchandise ” and the capital and interest transactions 
as figures in a ledger is simply that people imagine that if the 
movements of capital and interest ceased, the merchandise 
figures would only be diminished by the current difference 
between capital and interest, whereas, in fact, not only the 
excess of imports or exports would alter, but also the absolute 
amounts of the imports and the exports. If the total imports 
are £m. 200 (capital imports being £m. 100) and the exports 
are £m. 150 (interest being £m. 50), to wipe out capital and 
interest would not only reduce the excess of imports by £ m. 50, 
but would reduce the absolute volume of the imports by f m. 100, 
and the absolute volume of the exports by £ m. 50. Locomotives 
and steel rails and mill machinery on the one hand, rice and 
jute on the other, have to be physically transferred, as well as 
compensated in a balance sheet of capital and interest trans- 
actions. To show that the excess of imports over exports 
equals the difference between capital and interest payments, 
or that the excess of exports over imports equals the difference 
between interest and capital payments, does not in the least 
show, as Prof. Boggs seems to imply in his table on p. 03, that 
all that is physically transferred is the excess of the invisible 
transactions, but only shows that that excess is part of what 
is physically transferred. 

Another stumbling-block in tlie exposition of this subject 
is the relation of the ])alanee of indebtedness to the processes 
of financial adjustment. The old phrases ‘‘ favourable ” and 
“ unfavourable ” balances of trade carry misleading implications 
about Avith them, and so hmg as they continue to be used, it 
is almost inevitable that Avriters Avill forget that they have 
shown that the balance of indebtedness must always balance. 
On p. 177, c.f/. Prof. Boggs states that “ as a result of India’s 
favourable trade balance, there Avas normally existent abroad a 
steady demand for remittance to that country.” Prof. Boggs 
has forgotten for the moment the home eliarges, the payment 
for shipping services, and the like Avhich are the m/z-ve of the 
” favourable trade balance,” and Avhich cause a steady demand 
for remittance from that country. On p. 180 the author explains 
that the total excess of Indian exports of commodities amounted 
in the aggregate betAATen 1910-14 to £m. 201, and that “this 
was paid for in a tAvofold fashion,” by the sale, i.e., of £ m. 138 
of Council Bills and the export to India of £in. 120 of bullion. 
Since the bullion is included in India’s recorded in\ports, how 
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can it pay for the excess of exports unless “ commodities do 
not include “ treasure/’ in which case there is no real excess 
at all? As for the sales of Council Bills, obviously they are 
only a part of a long series of adjustments by which the Govern- 
ment of India pays money in London to its creditors in London, 
by paying money in India to Indian creditors of London mer- 
chants, who have given it money in London, whilst it raises 
the funds in India by taxation. (Coining fresh rupees reduces 
balances in London, so that the net position is unaffected.) 
Such transactions no more prove that India’s balance was 
“ favourable ” than the fact that one can measure the distance 
of the earth to the moon proves that the latter is made of green 
cheese. 

The practical side of Prof. Boggs’ book also reveals certain 
defects. In the case of the U.K., the only estimate given of 
the foreign investments of the country after the end of the war 
is that of Sir G. Paish, and the later estimate of Dr. C. K. Hobson 
or the figures of the Dollar Securities Committee arc not referred 
to. No detailed figures are provided as to post-war shipping 
earnings, though the conclusion that these and commission 
earnings are higher than in pre-war days is probably right for 
the years 1919 and 1920, though not for the years of depression 
following. In working out the Canadian figures, Prof. Boggs 
assumes that Canada’s shipping bill was offset by tourist ex- 
penditure in Canada. Surely an attempt at preciser evaluation 
might have been made. On p. 157 various suggested methods 
of dealing with the discount on Canadian money in New York 
are reviewed, and though Prof. Boggs on p. 151 has pointed to 
the close relation between the discount and the level of prices 
in the two areas, he says nothing about reducing the Canadian 
note circulation — surely a much more effective remedy than the 
mercantilist suggestions quoted, the absurdity of which European 
experience has sufficiently revealed. 

On p. 182 occurs the statement that in India during the war 
“ the ancient practice of hoarding was given an impetus at the 
time, as a result of a simultaneous expansion in exports and 
decline in imports. The surplus funds were hoarded away. 
The natural instinct to do so was doubtless stimulated by the 
many rumours at the time of political instability and military 
invasions.” It is difficult to follow the logic of these sentences. 
It is the old suggestion that an excess of exports leads directly 
to imports of treasure, which are somehow not “ imports.” 
And what is the meaning of “ surplus funds ” ? If India was 
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lending to the British Government, would not that account 
for increasing exports? And if the exporters were paid out 
of loans raised by the Indian Government, would a single 
additional rupee have been needed? An increase in hoarding 
is a natural consequence of rumours, and still more a conse- 
quence of a government selling coin at less than its real market 
value, but it is a little difficult to link it up with an excess of 
imports and exports. 

In spite of these weaknesses, the book is a useful one, since 
it gathers together data relating to a wide group of countries, 
which had not, up to the time of the publication of this volume, 
been treated together. 

T. E. Gregory 

Esmys on Indian Economic Problems. By Brij Narain, M.A. 

(Lahore. 1922.) 

Fiscal Policy in India. By Professor Pramatiianatii 

Banerjra. (Macmillan & Co. 1922.) 

Among much that is dark and doubtful in India to-day, a 
hopeful feature is the increased attention given to the study of 
Economics, and especially to the branch of the science which 
deals with fiscal policy. A work by Mr. Brij Narain bearing the 
same title as his present volume was reviewed in this Journal 
in September, 1920. He has nov/ republished a number of the 
essays contained in that volume and added others. Ilis views 
on protection are in agreement with those of Professor Banerjea. 
The title of the latter’s book is misleading, for it docs not 
deal with the fiscal policy of the Indian Government as a whole, 
but only with that branch of it which is concerned with tariffs. 
Even in the Budget estimate of 1920-21 Customs receipts only 
accounted for 13 per cent, of the total revenues of the Central 
and Provincial Governments. A rapid review of the past tariff 
policy of India is contained in three chapters. The remaining 
three deal with the theoretic basis of free trade and protection, 
the right tariff policy for India to-day, and imperial preference. 

Theoretically a good case can be made out for protection in 
India. Like England it suffers from a want of balance between 
agriculture and industry, but in the opposite direction. Three- 
fourths of a population often redundant is engaged in extracting 
its subsistence from the land, whose tillage absorbs more hands 
than can be profitably employed upon it. The result is a standard 
of living which in many parts is too low, and in the areas, un- 
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fortunately large, where the crops .arc precarious, acute distress 
once or of tenor in a decade. It is therefore very desirable that 
a portion of the population now engaged in agriculture should 
he transferred to industry. But in a backward country like 
India, where the chief advantage which the entrepreneur enjoys 
is the command of cheap labour, and where c.apital is very shy, 
it is argued with much force that a greater or less measure of 
temporary protection is required. Writers on the subject 
generally assume that rapid industrial development will be a 
panacea for the woes of India. It will, however, only be a real 
boon if it results in tlie growth of an intelligent artisan class 
receiving good w.agcs, but not if it leads to the licrding together 
of badly paid mill-workers in unhealthy slums, or unduly 
stimulates the growth of the population. 

Regarding some measures classed by Professor Banerjea as 
protection, such as the provision of technical instruction, and the 
collection and publication of useful information, there will be no 
dispute. But some of his proposals as to tariffs seem very doubt- 
ful. Not to nuaition seven articles of minor importance, he would 
levy protective import duties in the case of cotton, woollen, and 
silk textile's, iron and steel goods, sugar, glass, paper, leather, 
rubber, and vegetable oils, and export duties on oil-seeds, hides, 
and bones. 

As regards cotton import duties, one cannot helj) suspecting 
that the Indian demand for them is largely the aftermath of 
the folly of Whitehall in forcing on a reluctant Indian Govern- 
ment a so-called countervailing excise cotton duty at a time 
when, broadly speaking, the factories in the two countries pro- 
duced, as to a large extent they still do, different classes of goods. 
As a matt(*r (jf fact the Indian mills are in a very strong position. 
Between 1870 and 1911 the niiinber of spindles increased from 
to CJ millions. Since then the weaving part of the industry has 
been further devedoped. Before the war the proportions between 
imported and indigenous piece goocls was as 75 to 25, while in 
the four years ending 1020-21 the advantage seems to have 
])assed to the latter class. Profes.snr Banerjea .admits that 75 per 
cent, of import(^d piece goods .are non-competitive. Broadly 
it is only in a part of England’s cargoes of “ grey unblcfiched ” 
th.at there is much competition. A large share of the cloths 
sent to India consists of white ble.ached ” and coloured.” 
In these latter classes the production of the Indian mills is 
at present quite small, and it is in order to increase it that 
protection is domandcfl. But until long-stapled cotton can be 
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produced on a large scale in India it is doubtful whether the 
attempt of the Bombay mills to compete deserves special en- 
couragement. As regards yarn the Indian factories have the 
field to themselves. India supplies all its own requirements and 
exports more than it imports. A reference to the Bombay 
share list will convince anyone of the handsome dividends paid 
by many Indian cotton mills and the extraordinary appreciation 
of their shares. It seems fantastic to urge that an industry 
in this exceptionally favourable position requires protection. 

Sugar is another doubtful case. Java, where the yield per 
acre is vastly in excess of that in India, sent in 1921 543,000 tons 
of sugar to that country. To be successful sugar manufacture 
requires an extensive area of heavy out-turn within easy distance 
of a central factory. Those familiar with the land tenures and 
agriculture of India know how difficult it is to secure these 
conditions there. 

The protection of the paper industry, except at an inordinate 
cost to the community may have to await tlie discovery of means 
of producing an abundant supply of cheap wood pulp in India. 
A much stronger case can be made for protecting leather 
goods and vegetable oils. In the case of the latter an import 
tluty on oil and an export duty on oil-seeds arc proposed. 
'Ihe export of oil-seeds, which might be crushed at home, deprives 
Indian cattle, often underfed, of a valuable food. None (he less 
it may be difficult to make Indian farmers willingly acquiesce 
in anything calculated to restrict liberty of trade in a crop, the 
export of which in a good year is on a very large scale, and the 
Tariff Commission condemned the proposal for an export duty. 

The fact that in existing Indian conditions protection can bo 
theoretically justified does not prove that , as actually applied by 
the Government and the fA?gisIatures, it w^iJl be useful to the com- 
munity as a whole. Free trade is Professor Banerjea sgoal. As 
soon as an industry has been set on its legs by protection it is 
again in its own interests and in that of the community to be 
brought back into the free air of international competition. 

** Sed rovooare gradum, .suporosqiio evadoro ad aurns, 

Hie labor, hoc opus est,*’ 

as the history of tariffs proves, India, however, will certainly 
try protection. It may be hoped that the Government and the 
legislatures with the help of the Tariff Board will exercise in a 
rigid spirit the “ discrimination ” recommended by the late 
commission, and, at first at least, confine protection to a few 
carefully selected classes of goods. It may be feared that even 
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a Tariff Board will not save it from the risks above noted. But 
when the agriculturists are properly represented in the Legisla- 
tures, it will be to their interest to oppose the abuse as distinguished 
from the limited legitimate use of protection. 

Both writers are probably right in thinking that a policy 
of Imperial preference offers no economic advantages to India. 

J. M. Douie. 


The Maintenance of the Agricultural Labour Supply in England 

and Wales during the War, By J. K. Montgomery. 

(Rome : International Institute of Agriculture, 1922. 

Pp. 121. Price 2^. Grf.) 

Tfris book, which is a reprint of a report previously published 
in the International Review of Agricultural Economics, is a valuable 
collection of facts and figures compiled from masses of official 
sources. It is divided into six chapters — the first dealing with 
the measures taken to exempt certain classes of agricultural 
workers from military service, the second with the j^rovisioii 
of military labour for agriculture, the third with the labour of 
prisoners and interned civilians, the fourth with women land- 
workers, the fifth with various miscellaneous sources of labour 
supply (e.g. Belgian refugees, conscientious objectors and school- 
boys), and the last with the agricultural minimum wage, ** one of 
the objects of which was to induce the agricultural labourer 
to stay on the land by ensuring to him wages commensurate 
with the rising cost of living.*' Naturally, I have not been 
able to check the innumerable figures and details which Mr. 
Montgomery has provided for his readers, but I have seen no 
reason to doubt their accuracy, and the book gives one an 
impression of care and exactness. It is not easy reading, for 
Mr. Montgomery sticks austerely to the facts, and sometimes 
one cannot help wishing that he had allowed himself more 
latitude in the way of comment and appreciation of problems. 
As it is, the book smacks too exclusively of the study ; and a 
considerable effort of imagination is required to picture what 
all these figures and regulations really meant in the fields and 
cottages — though I must not forget the welcome touch of realism 
provided by the attractive photographs of women and boys at 
work. 

Two somewhat important omissions must be mentioned. 
Though we are told much about the depletion of the ranks of 
agricultural labour by enlistment and conscription, and of the 
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measures taken to deal with this problem, practically nothing 
is said about the drift of agricultural workers, and of lads who 
would normally have become agricultural workers, to munition 
works, especially the construction of aerodromes. Again, the 
employment of schoolboys in holidays, especially for harvesting 
and flax-pulling, is discussed, but the short-sighted policy of 
allowing boys to leave the elementary schools for agricultural 
work before the normal age is not, I think, mentioned at all. 
And this is a matter on which more information would be welcome. 
One would like to know how far this evil penetrated, and, if 
it were possible, to learn something of the subsequent employ- 
ment history of the lads whose education was sacrificed in this 
way. Mr. Selley, in his Village Trade Unions in Two Centuries 
(pp. 139-144), tells us a little about this matter, noticing the 
statement made by the President of the Board of Education 
in February 1915, that the demand for child labour came from 
low-wage districts. Mr. Selley quotes the protests made by 
Dr. Gore and the late Dr. Scott Holland, and ends his discussion 
of this lamentable phase of the history by quoting the following 
passage from a circular issued to local educational authorities 
in Franco by the Government of that eountry : — 

“ The existing laws on the attendance of boys at school 
must be maintained this year with more strictness than ever. 
... It would be disgraceful to see children robbed of their 
education, as if the military service of their fathers had left 
them only the choice between beggary and premature wage- 
labour.” 

Just now, when the French policy in the Ruhr is arousing 
our indignation, it is well, perhaps, to recall a time when it 
was not we, but our Allies, that took the more excellent way ! 

But to return to Mr. Montgomery’s book — an illustration of 
the way it would have gained if its author had shown more 
knowledge of the recUia of village life is provided by the state- 
ment that in the substitution of low category men for those 
fit for general service the substitute was to be “ if possible a 
man who was employed with that employer or in the same 
parish” (p. 11). This is unexplained; but evidently it was 
connected with the housing shortage and the prevalence of 
two-bedroomed cottages—factors which, in some districts at 
least, must have hampered the introduction of strangers. 

The most valuable part of the whole book is the last chapter, 
which is a compendious summary of the various regulations 
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made for different districts by tlie Wages Board. An adequate 
commentary upon that intricate history is obviously impossible 
to compress within the compass of a review. But two facts 
strike me in reading Mr. Montgomery’s chapter. As the Wages 
Board gained experience it seems to have found uniformity and 
simplicity increasingly preferable to the policy of conformity 
to local customs. This was certainly so as regards the hours 
for which tlu' minimum wage was payable. In the matter of 
the half -holiday, too, the original regulation exempted from 
the overtime rule time spent on the short day by stockmen “ in 
connection with the feeding and cleaning of stock,” but “ three 
months later the Board issued an order to vary the definition 
of overtime by omitting this exception, so that for stockmen 
also any employment in excess of six and a half hours on the 
short day was to be treated as overtime ” (p. 87). Secondly, 
it is just where tlie Board yielded to the temptation to accom- 
modate its regulations to local varieties of custom — namely, 
in the matter of harvest rates — that we get an irritating laby- 
rinth of rules, which must have puzzled employers and employees 
alike. I believe that the Board would have done well to leave 
harvest rates alone. If harvest had been subject to the ordinary 
minimum and overtime rates, com])lexity would have been 
avoided, the labourer would have been sufficiently secured, and 
employer and employed would have been free to make any terms 
for harvest that they pleased, provided that these were not 
less favourable to the latter than the rates in force for other 
summer work. And these are points which should not bo for- 
gotten now that the re-introduction of the minimum wage has 
been recommended by the Committee on Agriculture. For they 
bear on the Committee’s suggestion that six district committees 
shouhl take the i)la(’e of a (.’cniral Wages Board, and seem, to 
me at least, to be an argument in favour of a central board as 
being more likely to secure simplicity and uniformity and less 
liable to become needlessly entangled in the intricacies of local 
customs. 

RKorxALD Lennard 

Sciantific Mavagoneni and the Engineering Situation, By Ser 
Wtlt.tam Asiii.ey. Oxford University Press. 

aSir WiLLiA.M Asjilev lias made the subject of industrial 
organisation so much his own that his choice of a subject for 
his Sidney Ball Memorial Lecture was very welcome. Within 
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the narrow limits of tho space available he has contrived to 
give a clear, if summary, account of the aims and characteristic 
methods of Scientific Management, distinguishing the really 
scientific element, implied in its treatment of large-scale industrial 
administration as a problem for objective study, from the collec- 
tion of dodges for speeding up the wage -earner that figures so 
largely in its discussions, and bringing out clearly the fallacy 
involved in Taylor’s attempt to base wages on the measurement 
of output. 

Ho then applies this analysis to the situation in the engineer- 
ing industry revealed by the lock-out of last ^ear. Scientific 
Management has no solution to offer for our problems. It aims 
at accelerating the process of substituting less skilled for more 
skilled labour, that lay at the bottom of last year’s quarrel. 
This process, however, involves the up-grading of unskilled, as 
well as the degrading of skilled, labour, and often a change in 
the character, rather than a lowering in the quality of the labour 
required. Sir William believes, therefore, that the social problem 
involved can be solved, if emplojws will give it the consideration 
due to it, and will observe, in the spirit as well as the letter, 
their pledge to consult the workers before making changes. 

One wishes that the lecturer had had time to discuss the 
problem further; in particular to express an opinion on the view 
that the big difference between Flnglisli and American industry 
— of which Scientific Management is only one indication- -is due 
to the fact that the American employer has to organise pro- 
duction on a basis of masses of unskilled, transitory labour, while 
his English counterpart (except in war-time) can base his 
organisation on an abundant supply of highly skilled artisans, 
who move about comparatively little. 

The reference to kSidney Ball will interest his friends ; and 
Oxford men who had not the privilege of knowing Ball will be 
interested to discover that, if Ball had had his way, Sir William 
Ashley would have done his academic work in Oxford instead 
of in Harvard and Birmingham. 

H. Clay. 

Workmen's Compensation in Great Britain. By JosErii L. 
Cohen, M.A. (Cantab.), F.S.S., sometime “ Richard Watson 
Gilder ” Fellow in Economics (Columbia rniversity, U.8.A.). 
(London: Post Magazine, 1023.) 

Mr. Cohen is also author of Insurance against Unemployment, 
on which we had tho pleasure to express a favourable opinion 
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two years ago ; and of an examination of Insurance by Industry 
read before the British Association at its Hull meeting last year. 

Before 1897 an employer was liable for the consequences of 
things done or omitted by himself or his agents, and the law in 
1880 had extended the liability arising from agency to include 
injuries to a workman caused by the act or neglect of a fellow- 
workman under the doctrine of common employment. The 
Workmen's Compensation Act, 1897, introduced a new principle 
into English law. It made the employer responsible for injuries 
to a workman by accident arising out of and in the employment, 
without question as to things done or left undone by the employer 
or by any other workman. The sole exception was when the 
injury arose from the serious and wilful misconduct of the sufferer 
himself. The effect of this was to import into the contract for 
employment an implied contract for insurance by the employer 
against accidents so arising, whether or not he would have had 
any responsibility for it under the previous law. 

The contract for employment being thus combined by 
statute with a contract for insurance, it soon became evident 
that it had the feature of uncertainty against which contracts of 
insurance have to provide, and the employers sought to equalise 
their risks. For this purpose they entered into contracts of 
re-insurance with insurance companies. The premium which 
the employer had to pay to the company was dealt with as one 
of the expenses of management incidental to the industry. If 
this plan were universally adopted, the employers' liability would 
simply increase to tluii extent those expenses, and would jjrobably 
give rise in the long run to an increase of the cost to the consumer. 
If that came to be impracticable, for the consumer has the last 
word, and caji easily avoid payment by dispensing with the thing 
produced, the wages of the employed persons would have to be 
reconsidered. In a free market it matters little, and not for long, 
what the legislature may say as to who is to pay, as the rights of 
all parties will adjust themselves in time. 

Unlike his treatise on Unemployment, Mr. Cohen's present 
work is a small one, and seeks to deal with a large subject in not 
more than 232 pages. That his readers may understand how 
large the subject is, he has furnished a list of the countries which 
have adopted Workmen's Compensation laws, including nearly 
every country in Europe, and forty-two of the forty-eight United 
States of America. Ho tells us that the fifteen million employed 
persons who have tlic benefit of the Act in Great Britain are liable 
to 400,000 accidents in a year, of which something under one per 
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cent, are fatal, and that the resulting charge u|Ton the employers 
is £9,000,000 a year. 

One beneficial result of the acceptance of the new principle 
of insurance into contracts of employment is that it becomes the 
interest of the employer and of the insurance companies who 
represent him to diminish, as far as possible, the number of 
accidents and the liability to compensation which results from 
them, by doing all they can to prevent accidents. Mr. Cohen 
describes at length and warmly commends the “ Safety First ’* 
movement. It seeks to educate the workmen to be careful and 
the employer to exercise such forethought in the construction 
and management of his works and the conditions under which 
the employed carry on their labour, as will minimise the risk of 
accident. It claims to have been successful in diminishing the 
number of accidents to a considerable extent in the works of those 
firms which have joined in it. 

The intervention of four years of war has caused some difficulty 
in measuring statistically the reduction (if any)) that has taken 
place in the number of accidents. Mr. Cohen gives two tables 
(pp. 17, 181) in which statements are made for seven groups of 
trades. So far as can be deduced from these (and they obviously 
require some correction) the number has not increased ; but the 
successive Acts of Parliament which have added to the benefits 
of the workmen have considerably increased the cost. The 
l^egislature has entered upon a dangerous course in attempting 
to regulate wages, and the time cannot now be far distant when 
it will learn that it is not within its powers to do so. It is strange 
to see the legislative blunders of the fourteenth century reproduced 
in the twentieth. 

The Enqfioyers’ Liability Acts have the merit of recognising 
tJiat there are employers who enter into arrangements with those 
they employ that are more advantageous to the workman than 
the benefits desirable by him under the Acts. Where that is 
proved to the satisfaction of the Registrar of Friendly iSocieties, 
contracting out of the Acts is permitted. 

Mr. Cohen has some criticisms of the Acts to offer and reforms 
to advocate. One of them is the establishment of a State 
Insurance Fund for Workmen’s Compensation; but he admits 
that it has not yet received much public support in Great Britain. 
We think that recent experience is against it. His work is a 
handy book, full of useful information, concisely and clearly stated. 

E. Brabrook 
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The Ministry of Health and the Poor Law, By Sir William 
Chance, Bt. (London : King. 1923. Is,) 

This pamphlet is a comment on the section on the Poor 
Law in the last report of the Ministry of Health, emphasising all 
the passages therein which appear to the writer to indicate a 
return to “ sound ” principles. Neither the exceptionally large 
amount of distress just now entirely unconnected with personal 
fault, nor the recent war service of a large proportion of the 
present “ pauper " population, appears to have modified his 
faith that the mutual responsibility of the members of our com- 
munity for each other’s support in need was finally defined in 
ICOl and endorsed in 1834. There is no sign that the writer 
is aware, as .all those intimate with their less fortunate neigh- 
bours in industrial districts must be aware, how very much 
suffering, sickness, and mortality is being prevented at present 
by relaxation in the old policy of a deterrent Poor Law. This is 
likely to lessen his influence in counteracting the tendency shown 
in some areas to undiscriminating lavishness of .administration. 

Anne Ashley 


Krdjte^ Ziele und GcMallnugen In cler dentschen I ndn^driewirtschajl. 
(Active forces, aims .and forms in modern Cernian industries.) 
By ilERRERT VON BKC KERATii, Profcssor ill the University 
of Tubingen. (Jena; Fischer. 1922. 81 pp. 8vo.) 

In pre-war times there were in Germany a great number of 
cartels and a much smaller number of industrial concerns, 
JIuring the war the necessity of securing the existence of the 
nation compelled the Government to control jirivate enterjirises 
tliroughout the country. After the Gre.at War this centralism 
was maintained, owing to the scarcity of materials, the difficulties 
of transportation and commerce, and to the lack of means of 
making jmyments abroad. Finally, this rigid system proved to 
be a failure owing to the impossibility of judging from a central 
office all economic wants and of governing from it a modern 
industrial .and commercial commonwealth in an adequate m.anncr. 

So at last private business proved once more to be the most 
reliable organiser of industrial life. Only business men possess 
the necessary knowledge and technical skill and can make the 
heavy effort required to co-ordinate economic forces and tf) 
restore broken intcTJiational relations ; and the concerns proved 
able to achieve this. Cartels arc in a position to stabilise economic 
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conditions, but concerns may, under the direction of open- 
minded, clever and bold personalities, create the new economic 
power required. They have indeed attempted and effected the 
restoration of the private economic life in German industries, 
in commerce and in banking. 

Professor H. v. Beckcrath, having set forth this evolution, 
turns to the examination of three problems, which are a con- 
sequence of the actual situation — namely, the questions, whether 
German business life will always find the highly capable men 
necessary for running such organisations, and how their economic 
and social strength might react on the relations between employers 
and workmen and on foreign policy. In these respects economic 
problems will surely prove once more to be moral ones. So, 
much good as well as much evil per ae are likely to arise from the 
evolution that is leading Germany towards the development 
of trusts. But it seems highly probable that in Western civil- 
isation foreign policy will be conducted under the growing 
influence or even direction of big business men. 

E. SCJIWIEDLAND 


The Continenlnl System : an Economic Interpretation, By Eli F. 

IIecksiier, Ph.D. Edited by Harold Westergrad. 

(Oxford, 1922.) 

This volume, issued by the Garnegie Endowment for Inter- 
national Peace, consists of a translation, with emendations and 
additions, of a Fest^hrift, “ written very rapidly during the 
winter of 1917-18.” Dr. Hecksher explains that in that time 
of semi-blockade facilities for research were limited, and (hat 
the subject could not “ be treated in a purely objective manner.” 
The subjective element and topical allusions are indeed rather 
prominent, but the analogies to the World War are suggestively 
stated in the final section. 

The work oxiens wdth an interesting survey of the antecedents 
of the Continental System. We may note here that the French 
naval historian,^ de la Uonciere, has compared the efforts of 
Philix)pe le Bel to isolate England, about the year 1297, with the 
grandiose scheme of 1806-1812. Philip II of Spain, with more 
prudence and patience, might have conn)assed success in 1587- 
1588; and Louis XIV'' in 1701-2 had formidable advantages. 
But in those periods the industries and commerce of nations 
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were not sufficiently interdependent to admit of an economic 
pressure so drastic as that which Napoleon could apply to the 
hated islanders after Jena. That he felt confident of success 
is proved by his rc-issue of the invasion medal of 1804, with 
the line of Mt-gil as legend — 

“ Et penitus toto divisos orbe Britannos.*' 

The fundamental notion underlying all blockades is that of 
siege. They are essentially acts of war, and are therefore not 
to be judged by the axioms which apply to peaceful intercourse. 
But, as neutrals strive to carry on such intercourse, there arise 
countless difficulties, which hinder the belligerent 8ca Power 
from applying its siege methods remorselessly, and of wJiich the 
Lind (or besieged) Power will naturally avail himself to the 
utmost in order to range neutrals on his side. Hence what is 
fundamentally an act of war is apt to be modified by diplomatic 
and economic considerations. At bottom it is expediency which 
decides the conduct of belligerents respecting neutral commerce. 
Thus, Catherine II of Russia, who founded the Armed Neutrality 
League of 1780 as a protest against British actions at sea, twice 
assured our ambassador that it was um Nullite arinee;^ and, 
when the annexation of the Crimea in 1783 gave her control 
of the Black Sea, she there enforced the maritime regulations, 
against tJie practice of which by Great Britain she had formerly 
protested. Readers of Mr. Page’s Li/e and Letters will also 
remember the complete change of maritime policy of the United 
States between the 3 "ears 1910 and 1918. It is therefore unwise 
to stress the questions of x^rinciple involved in the Armed 
Neutralities of 1780 and 1800, and appealed to by Napoleon 
in his role of champion of Freedom of the Seas.” His treat- 
ment of the Americans and Portuguese was not that of a modern 
Grotius. 

Dr. Hecksher shows how pre-mercantilist and mercantilist 
notions modified siege methods. Thus, the French Convention 
passed the drastic Navigation Act of September 1793, partly 
in order to ruin “ the isle of shopkeepers,” partly in order to 
stimulate French industries and commerce. Napoleon inherited 
the belief of the Jacobins that England could be ruined by 
cutting off her export trade, and that the measures calculated 
to strangle it would vivify that of France. But it is not quite 
accurate to state (p. 25) that the British Government led the 
way in the attacks on neutral commerce. It was the French 

* Diaries . . of the Earl of Malmtsbafy, II. pp. 35J, 35U. 



1923] HECKSHEE : THE CONTINENTAL SYSTE3I 241 

Convention which early in January 1793 denounced the com- 
mercial treaty of 1786 with England; which, on February 1, 
unanimously passed a declaration of war against Great Britain 
and Holland (the latter State being entirely pacific) and whicli, 
on March 1, prohibited the entry of British goods. The British 
measures came by way of retaliation. They were, of course, 
stringent; for the French aggression on our Ally, Holland, 
imparted to the struggle a commercial character ; and our Allies 
in the First Coalition expected us to exert on France the maritime 
pressure which had been so effective in previous wars. Hence 
the commercial stipulations in the Anglo-Russian treaty of 
March 25, 1793, and in the ensuing treaties with our other 
Allies, the commercial clauses of which show that the prohibiting 
of neutral commerce with France was as much a Coalition as a 
British measure. 

Again, after the rupture of the Peace of Amiens in May 1803, 
the first important decisions taken were, Napoleon’s insistence 
that the Dutch must side with him, and his orders for the occupa- 
tion of Hanover by French troops. Before tJie end of the 
month Mortier’s columns were in Osnabruck; on June 14 they 
seized the port of Cuxhavcn (belonging to Hamburg), and by 
the conventions of June 3 and July 5 Hanover was treated as 
conquered territory, though King George (qua Elector) had 
declared liis neutrality. The French Revolutionists had 
respected that neutrality after the Peace of Ba.«?le (April 1795); 
but Napoleon brushed aside all vscruplcs, his aim being to control 
the mouths of the Elbe, Weser and Ems. He had declared 
that step to be necessary in his very important letter of February 
23, 1798 (not cited here), in which he sketched the outline of 
an economic war with England. Dr. Heeksher’s treatment of 
this episode on jip. 81-2 is unsatisfactory. He first mentions 
the British measures of June 28 and Jul}^ 26, establishing a 
blockade of that coast, and afterwards, without giving dates, 
refers to the French occupation of Hanover and Cuxhaven. 
True, he states that the former of the two British measures 
was a reply to it; but his narrative leaves the impression that 
at this point Great Britain was the aggressor, whereas it is clear 
that her blockade measures were a retort to Mortier’s actions 
which de-neutralised both Hanover and Hamburg. 

Dr. Heckscher admits (p. 106) that, in the first years of the 
Napoleonic War, Great Britain interfered little with neutral 
shipping. The results of her lenity were soon exposed in I'he 

Frauds of the Neutral Flags^ finished by Sir James Stephen just 

r2 
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three (lays before Trafalgar. Great Britain's fleets were winning 
the war; but the fruits of victory were being filched by the 
fleets of “ neutral ” merchantmen. The facts and figures here 
given (p. 103) show the large share taken by American merchant- 
men in this unfair traffic. Hence the Orders in Council of 
January-December 1807 which formed a retort both to Napoleon’s 
jiieasures and to the devices of fraudulent neutrals. 

The most interesting and important parts of this volume 
are those which treat of the influence of mercantilist ideas on 
the policy of both antagonists. Miss Cunningham, in her mono- 
graph, British Credit iti the Last Napoleonic War, had demon- 
strated the Emperor’s belief that by cutting off British exports 
he w^ould ruin our credit and force a surrender. Dr. Hecksher 
amplifies this argument and criticises Mahan for not assigning 
enough importance to it. On British policy, however, the 
mercantilist theory seems to have exerted little influence in 
1803-6, in fad, not until Perceval became (.‘hancellor of the 
Exchequer in March 1807. But it is surely an exaggeration to 
avssert (p. 126) tliat the British Orders in Council of November 
1807 were, equally w'itli Napoleon’s second Milan Decree 
(December 17, 1807), designed to destroy neutral commerce. 
The Orders, though obscure in form and irritating in effect, 
did not deliberately aim at crushing neutral commerce. Th(?y 
were somewhat clumsy safeguards against the frauds of neutrals 
and Napoleon’s system of European blockade ; and (apart from 
our indefensible action against Denmark in the summer of 1807) 
the British Government was guilty (ff no actions comparable 
with Napoleon’s reiterated orders to seize all vessels coming 
from the United vStates after their Embargo Act of December 
22, 1807.1 

Unfortunately, this volume throws no new light on the most 
important event of all, the defection of Russia in and after 
December, 1810, wliich still aw^aits thorough examination. In 
the treatment of the crisis in England in 1810-12 more import- 
ance should be assigned to tJie Industrial Revolution as enabling 
her to undersell competitors, and thereby recover from the 
temporary collapse of 1811. Continental manufacturers after 
1807 were hampered by shortage of raw materials, but probably 
just as rnucli by faulty methods. Mollien shows that French 
textile factories Avere more ornate but less efficient than those 
of England, and the machines, “ mostly erected by wandering 

* iSe ‘0 Correspondfuicc tie Naj)oUon, Noa. 13753, 137G4, 13810, 13843, 13933, 
M12S, etc. 
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English mechanics,” were often imperfect.^ This goes far to 
explain the severe crisis of 1811-12 in France (which Napoleon 
met by doles), and the utter collapse in 1814, which also befell 
the iron industry and for similar reasons. The contrast with 
the sound and buoyant industries of Great Britain is well ])ointcd 
in Part IV. ch. iv. 

Dr. Heckslier criticises my statement {Napoleonic Slmlies, 
p. 218) that Napoleon allowed corn to go from France and Italy 
to England in time of scarcity for the purpose of weakening her 
financially. But his letters of July 28, 1809, July 16, 1810, and 
August 6, 1810, allowing exports of corn to England, warrant 
such an inference. His licence system was designed ])rivately 
to facilitate exports, even to England, which would benefit 
French industry and finance. On May 29, 1810. ho even pro- 
posed to make use of Dunkirk smugglers; for “my aim is to 
favour the export of French products and the import of foreign 
coin.” In that year (when English wheat averaged 103 shillings 
the quarter) his permission to export corn to England probably 
rested on the assumption tliat that step would accentuate the 
already sharp drop in our exchange and bring about a financial 
collapse. 

J. Holland Rose 

History of the Later Roman Empire jrom the Death of Theodosius 
to the Death of Justinian, A.n. 395 to 565. By J. B. Bury, 
Regius Professor of 3[odern History in tlie University of 
Cambridge. (Macmillan and ( 'o., 1923. A'ol. I., pp. xxv-f47 1 ; 
Vol. ir., pp. ix-f-494.) 

The economic and financial histt)ry of the Eastern Roman 
Empire has been so insuthciently investigated, that a few years 
ago Professor Lujo Brentano wrote a little essay in order to 
.show the interest and importance of the subject.^ But he, too, 
recognised its difficulties and the gap remained unfilled. Pro- 
fc.ssor Bury now gives to zealots of economic history the elements 
of filling it as far as the fourth and fifth centuries are concerned. 
He sums up in a masterly fashion nearly everything we know about 
<'coiiomic life, finance, commerce and population in the days of 
Arcadius, Anastasius and Ju.stinian, and he adds to the informa- 
tion he gives a full bibliography which helps to develop and com- 
plete his information. The reader will do well not to limit Iiimsclf 

‘ Mollion, MfUmireSt III. 290-2 (edit, of 1S45). 

* 1^1 f bifzantinischf Vulhv'irtitchaft, a reprint from Schmoller s Juhrhiich, 41 
»^ahrgang, 1917, 
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to the cliaptors specially devoted to economics, such as : finance, 
compuLsory social organisation, the financial policy of Anastasius 
(Vol. I.), commerce, Justinian’s administrative reforms (Vol. II.) ; 
— for financial and economic information is scattered all through 
the two volumes, and even in more places than the otherwise 
full index of Vol. II. would indicate. As for the rest, it suffices 
to say that the work is fully up to wliat is expected from perhaps 
the foremost byzantinologist of the day, and the reviewer has 
been not a little gratified to find that Professor Bury endorses 
his conjectures as to the Byzantine budget and the population 
of Constantinople. 

A. ANDRKADfiS 

Grundziige der Okonomischen Theories By Emil Lederer. 

{Tiibingen : J. C. B. Mohr. 1922. Pp. 184.) 

The object of this work is to provide University students and 
“ interested laymen ” with an objective exposition of what may 
be regarded as the accepted conclusions of economic theory. 
The author, who is a Professor at ireidelbcrg and editor of the 
Archivfiir Soziahvisseiiscliaft und SozialpolilCj seeks, not to explode 
the older doctrines, but lo discover the latent wisdom which 
prevails in them. He extracts the essence of tJie economic 
controversies of the past. The general point of view is that 
taken by Dr. Schumpeter in his Dogmen- und Methodengeschichte. 
The fundamental principles of economics are so presented as to 
show that the conflicting tlieorists who have contributed to their 
elucidation are nearer to one another than they seem to imagine. 

Professor Lederer’s work shows the influence of a tradition 
in the academic teaching of economics, which still devotes con- 
siderable attention to the theoretical contribution made by Karl 
Marx. For instance, IMarx’s attein])t to reconcile the theory of 
Surplus Value with the actual tendency of profits (no matter 
what the organic composition of the capital) to be adjusted to a 
common rate of profit, is expounded at great length and defended 
against the dialectics of Bohm-Bawerk. In all no less than a 
third of this introduction to economic theory is assigned to an 
examination of the Labour theory of Value. The whole book is 
marked by strong Socialist feeling. Professor Lederer is careful 
to insist that his exposition assumes the existence of the Capitalist 
system, to which alone it applies. A characteristic of this system, 
to which Professor Lederer several times draws the attention of 
the students and the iritcre.sted laymen,’’ is the power possessed 
by the few, in whose hands is concentrated the ownership of 
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the instruments of production, to extort labour from the many, 
whose economic slavery is in marked contrast to their l(‘gal 
liberty. 

Professor Jjederer returns to this characteristic of the Capitalist 
system in his presentation of the marginal utility theory of 
Value. How can we reconcile with this theory of value the fact 
that the price of the final products contains, not only the “ costs ” 
of the factors, which have contributed to their production, but 
— and this is essential to the existence of tlie Capitalist system — 
a “ surplus as well? A differential surplus can, of course, be 
obtained from new and more skilful combinations of the factors 
of production, but this is not enough for Professor Lederer. The 
surplus obtained by the entrepreneur (under the regime of 
unrestricted competition) is ultimately due to his being in a 
position to take advantage of the recurrent overcrowding of the 
labour market and the consequent competition of the workers 
to sell their labour power -their only hope, under the Capitalist 
system, of obtaining the means of subsistence. 

There arc many small matters to which criticism might be 
directed, yet there is something not usually found in the ordinary 
introduction to Economics, in the carefully elaborated picture 
which Professor Lederer’s work exhibits, drawn, somewhat 
austerely perhaps, but yet in clear and bold lines. 

J. Lemberoer 



NOTES AND MEMORANDA 

J^ROFKSSOIC I^JOWLEV ON InDEX-NuMBERS 

Professor Bowley’s review of my Making of Index-Numbers 
ill the March number of this Journai. impels me to offer a few 
comments on those passages which seem to be adverse to my 
conclusions. 

In the first place, I take this opportunity to confess to the 
error he points out in computing the “ upward bias ** of the 
Statist index-number. The true figure is, as he states, 7| per 
cent. The correction had, in fact, already been made by me in 
my article in the Statist of April 7, where I exiilained how the 
error came about. 

I wish further to admit that the identity between the aggre- 
gative index-number and the arithmetic index-number with base 
year weighting might advantageously have been given greater 
prominence ’’ in my book, “ since it has been commonly supposed 
that the method of aggregates has some peculiar merit. 

But, in view of his perception of this identity, it is a little 
puzzling to find Professor Bowley apparently losing sight of it 
in his review. At any rate, he expresses no approval of the fact 
that “ M. March’s distinction between an ‘ index monetaire,’ which 
measures such changes in the value of the unit of currency as 
may be produced by inflation, and an ' index budgetaire,’ which 
measures the change in the cost of an aggregate of goods, is 
rejected ” by me. 

Aside from the two points above noted, none of Professor 
'Bowley’s adverse criticisms seem to me well founded. 

He devotes considerable .space to a discussion of the Median ; 
but none of his comments seem to invalidate the conclusions, 
many of them tentative, on that subject reached in my book. I 
am quite ready, on due evidence, to modify those conclusions, 
just as I had already modified the conclusions on the same subject 
reached earlier in my “ Purchasing Power of Money.” 

On this subject Professor Bowley says ; “ Professor Fisher 
does not seem to be aware . . . that when some of the observations 
arc abnormally dispersed it [the Median] is less liable than other 
measurements to chance disturbance.” He has evidently over- 
looked my statement substantially to this effect on p. 262. 
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He also calls attention to a conclusion of Professor Edgeworth 
that the probable error of the Median is 5/4 of that of the Arith- 
metic Mean. I have looked up his reference to Professor Edge- 
worth^s reasoning on this subject in the Philosophical Magazine, 
If Professor Bowley means to use that reasoning to bolster 
up the Arithmetic Index-Number, he is making a mistaken 
application. An index-number differs from an average of target 
hits or surveyor’s measurements in several respects, but especially 
in that each price relative averaged is a ratio of two magnitudes 
which, therefore, may be compared in either of two directions. 
It is owing to this fact (that each magnitude entering in the average 
is a double-ended affair) that the arithmetic method of averaging, 
unlike the Median, tends to “ bias.” The 5/4 comparison for 
the probable error of these two averages is irrespective of this 
bias (as well as based on a system of weighting quite unrelated 
to that used in the comparisons in my book to which Professor 
Bowley is here referring). 

But this whole subject of the Median is of little importance ; 
for, with the advent of calculating machines, the one boast of 
the Median, quickness of calculation, has disappeared. The 
new index-number of 200 wholesale prices which I now publish 
weekly in the press is calculated (by the method indicated on 
p. 346 of my l)ook) in less than a tentli of the time which would 
be required for the Median, and is far more accurate. 

Professor Bowley states that prices and quantities are, in 
general, negatively correlated. In this, I think, he is mistaken; 
and he is certainly mistaken in a.scribing the same opinion to me : 
“ Professor Fisher alludes to this relationship on p. 410.” But 
I am there alluding to a particular case (of agricultural crops), 
and on the next page I endeavour to show that the relationship 
is not general, that, while variations of supply make for the 
negative correlation, variations of demand work in the opposite 
direction. 

This conclusion namely, that prices and quantities cannot, 
in general, be pre.sumed to be correlated in one direction rather 
than the other, so as to create bias (in Laspeyre’s or Paasche’s 
formulae) — is not simply dependent on a priori considerations, 
but is confirmed by positive data. Nor are these data confined, 
as Professor Bowley seems to think, to the 36 commodities con- 
sidered throughout my book. The same absence or smallness 
of any such bias was found for the prices of 90 raw materials 
plotted on p. 232, and for the prices in the stock market plotted 
on p. 234. The bias was small even for Persons’ twelve crops 
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on pp. 236 and 238, despite the existence, in the latter case, 
of a negative correlation of 88 per cent. 

But my chief disappointment in Professor Bowlcy’s review was 
that he seems to miss the main point of my study. I never 
claimed that the “ ideal ” index-number is actually correct within 
one part in 1000. After admitting that the ideal formula is, 
under certain circumstances, “ a very good method,” Professor 
Bowley says : “ Professor Fisher’s claim, however, that it measures 
the quantity required correctly to one part in 1000 cannot be 
seriously sustained.” 

What I do claim to have demonstrated is something quite 
different, namely, that the “ instrumental ” error, i. c. that part 
of the total error which may be ascribed to any inaccuracy in 
the mathematical formula used, is, in the case of the ideal formula 
(and, in fact, in the case of a score of other formulae as well), 
usually less than one part in 1000. The instrumental error, in 
the case of the Statist Index-Number using the simple arithmetic, 
is, in bias alone, at least the 7.J per cent, above cited, while that 
of Palgravc’s formula applied to Swedish prices reaches 28 per 
cent. Just as some guns have a tAvist which tends to throw the 
shot to the right, and others an opposite twist, while still others 
are made capable of shooting straight, so index-numbers differ 
analogously. But, just as the best gun ever made will shoot wide 
of the mark if wrongly aimed, so index-numbers are subject to 
other errors than those inherent in the formula or instrument 
used. 

Whether or not Professor Bowley did miss this, my main point, 
his statements concerning it arc certainly calculated to give the 
reader that impression. If, on the other hand, he did understand 
that my claim was limited to the instrumental error and yet 
contests that claim, he give.s no good reason for his rejection. 
The almost absolute agreement of such widely distinct formula; 
as 5323 and 353 (p. 223), under the extreme conditions of disper- 
sion of the commodities considered, to my mind, proves my claim 
conclu.sively. It is quite possible, however, that I have not myself 
understood the workings of Professor Bowley ’s mind. 

Professor Bowley seems to cling to the common idea that one 
sort of index-number formula is suitable for one purpose and 
another for another purpose. 

Of course, the purpose affects the choice of the data to go 
into the formula. But the friendly challenge I is, sued two years 
ago to bring forward any clear ca.se where the ideal formula is 
contraindicated as a correct measure of the average of the relatives 
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concerned has never been met. Professor Powley comes the 
nearest of anyone to meeting it when he says : “ The quantities in 
the first period may be normal (as in the year 1913), in the second, 
abnormal (as in the year 1918) ; the symmetry is broken a priori. 
In comparing 1913 and 1918, the forward method may be more 
appropriate than the backward.” But a little reflection will show 
that a year is “ normal ” only relatively to a number of other 
years. Doubtless 1913 is a better common base than 1918 for 
a series of years when it is not worth while to compare each year 
directly with every other. But this is not the question here at 
issue. That question is one of comparing 1913 with 1918 only. 
Surely the “ abnormalities ” of 1918 are as legitimately to be 
reckoned with in any 1913-18 comparison as the “ normalities ” 
of 1913. 

Professor Bowley cites another ingenious case of alleged 
asymmetry : “In considering the relative cost of living in 
England and France, from the point of view of an Englishman 
proposing to emigrate,” the Englishman’s budget, not the French- 
man’s, should be used. Most certainly. But an ideal measure 
would take account equally of the Englishman's budget in England 
and the same Englishman’s budget in France, The ideal formula 
is still to be employed, but applied to the two budgets of the 
Englishman, one before emigrating to France and the other after. 

Even Professor Bowley, in spite of his ingenuity in trying 
to find asymmetrical cases, only goes so far as to express doubt. 
“ It is a question, however, w'hethcr the [time reversal] test is 
universally valid.” 

As to the factor reversal test he is apparently still more dubious, 
but he again fails to supply a case. The test does not exclude 
the use of “ feeding- values.” In fact such index-numbers of 
food rations arranged with regard to calorific content as that 
of Raymond Pearl in the United Statt's during the war are simple 
cases of indexes “ budgetaires ” where Laspeyre’s, Paasche’s 
and the ideal formula coincide. 

If Professor Bowley has an instance actually used or usable 
whicli falls outside the scope of my book, I should be grateful 
to know of it. His case of measuring the average changes in 
the height, breadth and area of book pages is essentially my 
case of visiting cards, on p. 381, which, it seems to me, is very 
obviously an appropriate case for the use of the factor reversal test. 

However, from a practical point of view, as I have shown in 
the book, in the case of weighted index-numbers, conformity 
to the time reversal test alone is suflicient to insure substantial 
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accuracy; in fact, in general, except for simple index-numbers, 
perfect conformity to either test involves almost perfect conformity 
to the other. Consequently, Professor Bowley’s somewhat 
grudging admission as to the time reversal test — “ it has long 
been recognised that some mean between the two [index-numbers 
involved in reversing the time] should be taken ” — carries him 
a long way towards admitting all of my main conclusions. If 
his insistence that “ of the eleven index-numbers classed [by 
me] as ‘ superlative ’ (p. 247), only five satisfy both tests (p. 219) ” 
measures the seriousness of his doubts about the factor reversal 
lest, there is not much left to quarrel about. For instance, 
Formula 1153, which satisfies the time reversal test, but not the 
factor reversal test, gives for 1917 as the index-number of prices 
161*70, while the same formula gives, as the index-number of 
quantities, 118*86. The product of these two factors fails to 
yield the true value ratio, 192*23, as required by the factor 
reversal test. Instead of this 192*23, their product is 192*19, a 
discrepancy of one-fifth of one per cent. I The greatest discre- 
pancy of any of the six formulae here cited by Professor Bowley 
amounts to one per cent. 

As to the real scope and limitations of the conclusions of my 
book, I have tried to indicate them on p. 381. It is there shown 
that the conclusions do not apply perfectly to index-numbers of 
certain anthropometric measurements, [for instance. In Appen- 
dix III, I have indicated also that a good average of ratios need 
not agree with a good ratio of averages, and have developed this 
distinction in two recent letters to the Stalist, March 31 and April 7. 

But such broad limitations are quite different from the vague 
ideas current that somehow an arithmetic mean, say, is suitable 
for one index-number of prices while a geometric or aggregative 
is suitable for some other. 

In order to get out of index-numbers all there is in them, we 
must discard such biased forinul® as those used by the StatiM 
and Economist, as the Board of Trade has done. We shall still 
have plenty of errors and perplexities, but they will not be matters 
of formula). 

It may well be that the scope of index-numbers covered by 
my book may be revised or better mapped out. But the fact 
remains that my challenge has not yet been met. It is true 
that many, like Professor Bowley, have suggested bizarre and 
outlandish fields yet uncovered. One critic would have had me 
explore the virtues of weighting by ^p(j[^ or ! 

But no one has yet come forward with a reasonable and prac- 
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tical index-number which could clearly be shown to lie outside 
the scope covered by the two reversal tests (excepting the widely 
different fields above mentioned and indicated in my book itself). 

While thanking Professor Bowley personally both for his 
favourable expressions and for his criticisms, I confess to a regret 
that he seems to hesitate to throw his strong influence whole- 
heartedly in the direction of what might be called index-number 
reform, so much needed to-day in the interests of statistical 
science. This would seem especially appropriate, as the “ ideal ” 
index-number which has been associated with my name should, as 
shown in my book, be more properly associated with his. 

Irving Fisher. 

Yale Univeraily, 

l^rofessor Bowley writes with reference to tJie above : 

1 regret that I had forgotten Profcvssor Fisher's discussion 
on the influence of extreme aberrations on the median. I think 
that he hardly yet admits that the median of a sample of any 
ordinary frequency group is subject to little more error of sampling 
than is the arithmetic average. In fact he appears to reject any 
connection of index-numbers with the theory of sampling. 

We should expect to find a negative correlation between 
changes in 2 )rice and in consumiition, at least in short periods, 
because when a commodity becomes relatively scarce its price 
rises. Where this is the case Paasche’s formula would give a 
low^er reading than Laspeyres’. The diflerence is likely to bo 
greater in the case of retail than of wdiolcsalc index-numbers; 
in my Elements, p. 210, a case is given where Paasche's index is 
202 and Laspeyres’ is 212. 

In the jirefatory note by Mr. W. T. Foster, p. viii, it is implied 
that a means of measurement for determining contracts, etc., on 
the basis of index-numbers correct to one i)art in 800 has been 
found. Professor Fisher himself confines the statement to the 
“ instrumental ” error, but all he shows is that in one case a 
number of formula) agree within this margin, and this in itself 
does not prove that any of them are correct. It is also important 
that a formula should neutralise errors in the weighting, and that 
it should represent adequately the i)articular phenomenon to 
be measured ; I now realise that Professor Fisher docs not imply 
that equal accuracy is necessarily obtained in this rcsiiect. 

My point about the factor-reversal test w'as that it had no 
theoretical justification ; for this it is irrelevant to say that in 
lact index -numbers held to be good on other grounds satisfy it. 
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On the question whether the best formula for an index- 
number varies according to its pui’pose, it may be said that if 
one is measuring the influence of currency changes it can at 
least be argued that weighting is not relevant, and that Jevons 
was right in taking the unweighted geometric mean of the price- 
ratios ; while the “ Ideal Index may be the best for measuring 
the practical effect of price-changes. To other purposes for 
which index-numbers are used quite different formulae may be 
appropriate ; for instance, the change in average wages is expressed 
by (^SiiiWr X 2n) (imv x -n^), where r (the relative change in the 
wages of a group) is often known accurately, and the principle 
of peimissible roughness in weights is used for the rougher 
estimates of w (initial wage) and n (the numbers employed at 
the two dates). 

Though I do not claim to be the first inventor of the Ideal 
Number,” since it may have been used before 1899, I fully agree 
that it satisfies the necessary conditions of price measurement 
when weighting is proper to the problem. The trouble is that 
we only infrequently have the data for double weighting, and it 
is therefore important to examine carefully the criticisms and 
tests a]>plicd to forjiiuJo) in actual use. A. L. B. 


The Economic Situation in Japan 
I. General Remarks 

The world war brought about drastic changes in the finance 
and economy of Japan. Before the war broke out she was 
struggling to discharge her ever-increasing external debts caused 
by heavy borrowings and a continuous excess of imports, 
phenomena inevitable, perhaps, for a new and enterprising 
nation. The war turned the tide in the opposite direction, 
causing an excess of exports. Not only was a considerable 
amount of her foreign liabilities paid off, but Japanese money 
was loaned to the countries which were formerly lier creditors. 
A sudden boom visited every line of business; expansion and 
improvement were seen in every direction. It W'as during these 
days that the so-called narikin {nouveaux riches) made their 
appearance, and over-trading and over-speculation brought 
forth a reaction in due course. 

As the result of such mistaken policies, the country is now' 
suffering from high cost of production, unfavourable balance of 
trade, increase of unemployment and other symptoms regrettable 
from the economic and social standpoint. The harm done does 
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not stop at the material losses; and unemployment and the 
difficulty of earning a livelihood are telling hard upon the 
mentality of the working class especially. Balancing the gain 
and loss reaped by Japan through the war, it is doubtful whether 
the material gain is substantial enough to cover the immaterial 
losses. 

II. Finance 

The Budget estimate for the current fiscal year (April 1923- 
March 1924) cannot yet be definitely stated. According to the 
preliminary estimates, the expenditure and revenue are to 
balance somewhere about 1,350,000,000 yen, the former being 

173,000,000 yen less than in the preceding fiscal year. As for 
the revenue, the profession taxes and the stamp duty arc to be 
reduced, while the kerosene oil tax is to be repealed, causing 
a reduction of about 20,000,000 yen in revenue. The reform 
in income tax is to increase the receipts by 6,000,000 yen. The 
big items of new expenditure arc — 

42.000. 000 yen for debt redemption fund, 

9,000,000 ,, for irrigation subsidy, 

30.000. 000 ,, for general education subsidy. 

Of recent years tlie National Debt has been increasing ; but 
it seems to be the intention of the present Government to avoid 
by all means the undue increase of debt, and the limit of issue 
for the coming year is fixed at 160,000,000 yen. 

On the other side the necessity of more drastic curtailment, 
especially of army and navy expenditure, is publicly discussed, 
so as to release the surplus for a further lightening of the burden 
of taxation and for social improvements. 

Local taxation has steadily increased of late, and the burden 
is becoming almost unbearable. In consequence, the cry of 
reforming the local finance simultaneously with the national is 
growing louder. 

III. Currency and Prices 


Year. 

Month. 

No to Circulation : yen. 

Price Index for 
Tokyo. 

1914 

Dec. 

385,000,000 

119^ 

1915 


430,000,000 

141 

1916 


601,000,000 

173 

1917 


831,000,000 

216 

1918 


1,144,000,000 

277 

1919 


1,556,000,000 

381 

1920 


1,439,000,000 

271 

1921 

ft 

1,546,000,000 

276 


» Tho index for 1900 fixed at 100. 
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As the Govcnimciii is empowered tu issue gold and subsidiary 
coins, and as the colonial banks, such as the Banks of Korea and 
Formosa, are authorised to issue notes besides the Bank of 
Japan, the total circulation cannot be accurately judged by 
considering solely that of the central bank. Yet as the main 
bulk of the circulation is covered by tlie notes of the Bank of 
Japan, the general aspect can be surveyed by the figures given 
above. 

Views arc widely divided on the point whether the increase 
of the note circulation is the cause or effect of high prices. In- 
flationists naturally assign the increase of the note issue to the 
expansion of business, and try to take away the responsibility 
of higher prices from the note issue, laying more stress on lessened 
production and increased consumption. Those who take the 
opposite view urge the necessity of decreasing the note issue by 
all possible means. Both parties, however, agree upon the need 
of less expenditure both by the Government and by the public, 
especially f<n’ uui^roductivc purposes. Tiie need is more keenly 
felt in the face of the strikingly high prices still prevailing in 
Japan compared with elsewhere. 

IV. Labour and Walks 

As the rise of wages did not keep pace with that of the prices, 
the working classes and other j)eople living on fixed incomes had 
to suffer. It is true that the following average index-numbers 
of wages in Tokyo for forty kinds of labour show a substantial 
rise : 

June 11)14 .... 100 Dec. 1917 .... 15MO 

Dec. 1914 .... 106-31 „ 1918 .... 185*34 

„ 1915 .... 108-43 „ 1919 .... 292 37 

„ 1916 .... 120-07 „ 1920 .... 288-08 

However, when compared with the price index of the pre- 
ceding table, the discrepancy is easily discernible. No wonder 
then that demands for increased wages sprang up in many 
industries, and the failure to secure satisfactory settlements 
ended in strikes and lock-outs, mucii more frequently in the 
boom, decreasing with the approach of the reaction. 

As regards labour problems generally, there is much room 
for improvement. According to the latest calculation there 
arc over 1,500,000 hands (of which 854,000 are females) employed, 
exclusive of factorie.s of which the employees are less than ten. As 
small factories far outnumber the larger, and domestic industry 
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still plays an important part, the inclusion of smaller firms 
would swell the total enormously. Regardless of this situation, 
trade unions and other combinations of labour arc not legally 
recognised, and as a consequence labour problems in Japan tend 
not to be discussed in a public way and to be driven further 
and further from Parliamentary methods. As a proof of tliis 
tendency, tlic case of the Yuai-Kai (Friendly Association) may 
be mentioned. It W’as the only institution of the kind, and was 
at first merely a small gathering of labourers. But gradually 
it grew in numbers, and was followed by similar bodies, until 
at last the number rose to 273 associations with 110,688 members, 
in July 1921. The objects and aspirations of its founders were 
limited to the general welfare and mutual aid of the associates. 
But as it gre^v in membership and influence, its sphere of action 
was extended and showed activity in looking after the interests 
of those both in and out of the association, especially in the case of 
strikes, and other combinations against capitalists. The change 
did not stoj) hen;, influence being gradually assumed by 
new bodicis whose objects were of a more radical and extreme 
character. Bad times, unemployment, and especially the 
difficulty of earning a livelihood as the result of high prices, are 
making things worse, and even the secret hand of Bolshevism is 
reported to be spreading across the narrow sea which separates 
Japan from Siberia. Alarmed by such a state of things and 
stirred by the necessity of affording proper treatment to labour 
organisations, the attitude of the Government is e.xpected to 
incline towards more liberal and enlightened views, for which 
the author has been working hard for nearly thirty years. There 
is a rumour circulated that the Factory Act, which is far from 
b(ung complete, is to bo improved, extending its sphere of appli- 
cation (at present limited to those employing more than fifteen 
hands), shortening the hour for juveniles, placing limitation on 
night work of juvenile and female workers, etc. Also the Trade 
Union Act is said to be under contemplation for presentation to 
the Diet. If these; rumours become a reality, it will mark an 
epoch in the social legislation of Japan. 

V. Trade and Shhting 

The excess of exports over imports rose to an enormous 
amount after the outbreak of the war, in contrast to the con- 
tinuous unfavourable balance in preceding years, till the tide 
was reversed after the return of peace. Let the following figures 
prove the change. 

No. 130. — VOL. xxxiii. 


s 
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Year. 

Exports. 

Imports. 

Excess of 
Exports or 
Imports ( — ). 


Y. 

F. 

7. 

1910 

458,428,996 

464,233,808 

— 6,804,812 

1911 

447,433,888 ! 

613,80.5,705 

— 66,371,817 

1012 

526,981,842 

618,992,277 

— 92,010,436 

1913 

632,460,213 

729,431,644 

— 96.971,431 

1914 

591,101,461 

695,735,725 

— 4,634,264 

1915 

708,300,997 

532,449,938 

176,857,059 

191G 

1,127,468,118 

7.56,427,910 

371,040,208 

1917 

1,603,005,048 

1,035,811,107 

667.193,941 

1918 

1,962,100,668 

1,668,143,833 

293,956,835 

1919 

2,098,872,617 

2,173,459,880 

— 74,587,263 

1920 

1,948,394,611 

2,336,174,781 

— 387,780,170 

1921 

1,252.837,715 

1,614,1.54,832 

-- 361,317,117 

1922 (up to Oct.) 1 

1,478,202,000 

1,745,728,000 j 

— 267,526,000 


If it were not for the big export of silk, the balance would 
have been far more unfavourable, the exportation of silk ranging 
between 600,000,000 and 400,000,000 yen during 1919 and 1921. 

The effect of the change in the foreign trade was felt most heavily 
by shipping. The tonnage of our shipping rose from 1,577,000 
in 1914 to 3,168,000 in 1921, and big profits were reaped by 
shipping companies. But at present most of them arc placed 
under difficulties as the result of lesser traffic and greater external 
competition. 


VI. Industry 

Industrial expansion since 1914 has been far more striking 
than in the case of trade. Commercial goods hitherto supplied 
by Europe and America were to be made at home in conjunction 
to the extra brisk demand from the external market. Hence 
the sudden increase of factories and hands employed in them. 


Factories and Employees 


Year. 

H 

Workers. 

Total. 

Regular. 

Casual. 

1914 

17,062 

853,964 

57,489 

911,463 

1915 

10,809 

910,799 

50,851 

961,650 

1916 

19,299 

1,095,301 

62,239 

1,167,540 

1917 

20,966 

1,280,964 

75, .551 

1,356,615 

1918 

22,391 

1,409,196 

95,565 

1,604,761 

1919 

23,831 

1,390,942 1 

83,339 

1,474,281 
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Profits reaped by industrial corporations were beyond imagina- 
tion, and some were able annually to pay over 80 per cent, 
dividend, resulting in an exorbitant rise in the prices of their 
shares. Workers were attracted with the promise ot higher 
wages and better treatment from other factories. Even then 
the demand for labour not being satisfied to the full extent, 
fresh hands were drawn from rural districts. It was indeed a 
high time for those connected with industrial undertakings. 

But with the turn of the tide, conspicuously from the early 
part of 1919 onwards, the whole aspect was altered, leading to 
the shrinkage of business for the more favourably situated, and 
a total collapse for those placed unfavourably. For instance, 
the amount of capital for fresJi entt^rprises, which rose at one 
time to 3,700,000,000 yen, fell to 1,300,000 yen in 1922, and the 
capital of companies wound up was over 800,000,000 yen in 
1921, and might reach to the same amount in 1922. In such 
a state of things it is natural that the number of unemployed 
should increase ; and of those discharged, some changed their 
vocation and many w'crc driven back to rural districts. Still 
the problem of unemployment is far from being completely 
solved, and the suffering is most keenly felt among workers in 
shipbuilding as the result of the sudden depression in shipping 
business and of the discharge of hands from the Naval yards, 
necessitated by the Naval limitation settled at the M^ashington 
f^nfcrcncc, w'liich Japan is determined to carry out faithfully, 
whatever the attitude of other nations may be. 

VII. Agriculture 

The effect of the war was somewhat slight on agriculture, 
when compared with that of trade and industry. Of course the 
general buoyancy did not leave agriculluralisls untouched, and 
es])ccially the rise in the price of rice benefited tlicin. But it must 
be remembered that this benefit faded away before tlie rise of 
price of every other commodity used by them, us well as through 
higher wages to be paid to agricultural labourers, who in places 
near industrial centres W'cre desperately difficult to secure, as 
they were attracted to factories, by better wages and shorter 
hours of work. Moreover, the relation of landlord and tenant 
is not what it used to be. The tw^o parties had been united for 
Q'gcs not on pure business principles, but by traditional ties of 
custom and harmonious spirit; the rent, for instance, being 
fixed by an eq[ual sharing of the crop between the landowner 

a-nd the tiller of the soil. As industry and commerce made 

s2 
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progress, lands fell into the hands of absentees, and came to be 
let out by competition. Tenants themselves were impressed 
witli ilie advantage of making claims by combined force, follow- 
ing tiio example placed before them by factory workers in strikes 
and walk-outs. In some districts, as the result of the conflict 
of the two factors, land is lying idle, and the matter is assuming 
a most serious aspect, not only for the agrarian population but 
for the nation at large, as Japan is already suffering severely 
from the shortage of food supply. With a view to remedying 
matters, there is talk of passing a law on tenancy. But 
whether the problem could be solved by mere legislative means 
seems rather doubtful. 


VIII. Population 

TJic fundamental problem wliich faces Japan is tJic steady 
and rapid increase of her population, while her total area is so 
limited, as is shown below, and her own food supply does not 
keep pace with the increase of population. 


Population for October 1920 






per 

1 sq. ri. 

Male 


Male. 

Female. 

Total. 

per 100 
femaU's. 

Whole Empire 

38,922,437 

38,083,073 

77,007,423 

1,750-9 

102-2 

Japan 

Funno.'ift ... j 

28,042,995 

27,918,145 

55,9ri.3,or)3 1 

2,238-8 

100-4 

1,894,141 

1,700,257 

3,0.54, 3!)S 

1,500-9 

107-0 

Saghalicri 

02,241 

43,524 

105,705 

45-2 

143-0 

Korea ... ... 

8,923,000 

8,.301,I47 

17,284,207 j 

1,207-0 

100-7 


Tlioso living abroad aro u liUlo over 000,000. Ono ri ^ 2-4403 n.iles. 

' Estimate for 1922 of Japan, 57,050,000. 


Kite being the ciiicf food, in case of failure of the croi)S, Japan 
must import a big amount (in 1918 over ojie-tenth of the Iionu' 
supply) from abroad. Not only for her food, but for cotton, 
wool, timber and other articles of daily necessity she must rely 
on external supply. Remedial steps such as emigration are 
denied to Ikt on almost every side, artificial restriction on birth 
is beset with diflicnlties and Jiarm, and of course territorial 
expansion is inadmissible, as she means to bo faithful to her 
pledge (jf non -aggression and international peace. The only 
means left is, therefore, to support her population by further 
extension of maiuifaeturing industry, in other words, by exporting 
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Increase in Population and Output of Principal 
Foodstuffs (Japan Proper) 

Rice 


Output. 


Change slne^ 1909. 


Year. 

Population. 

Area under 
Cultivation. 



Populu-j 

Area 

Output. 




Total. 

Per 


under 






Capita. 

tion. 

Cultiva 


Per 

Capita. 







tiun. 

Total. 



Cho. 

Koku. 

Koku. 


1 

Cho. 

Koku. 

Koku. 

1900 

.50,01 1,700 

2,938,074 

52,437,062 

1-05 

100 

100 

100 

100 

1910 

50,710,000 

2,949,440 

40,633,370 

•92 

101 

100 

89 

87 

1911 

.51,435,400 

2,973,009 

51,712,433 

101 

103 

101 

99 

90 

1912 

52,167,000 

3,003,053 

,50,222,.509 

•96 

104 

102 

90 

91 

1913 

52,398,000 

3,029,705 

50,255,207 

•90 

105 

103 

90 

91 

1914 

53,008,600 

.1,0, 1.1, .108 

57,000.541 

1-08 

107 

103 

109 

102 

1915 

54,448,200 

.1,0.50,. 50 7 

55,924,590 

1-03 

109 

104 

107 

98 

iOHi 

55,2.15,000 

3,071,105 

58.442,380 

loo 

no 

105 

ill 

101 

1917 

.50,0.15,100 

3,083,782 

54,568,007 

•9 7 

112 

105 

104 1 

92 


^yh('oty Ihje and Barlnj 


1909 1 

.50,011,700 1 

1,771,880 1 

21,518,010 1 

■43 

100 1 

100 1 

1 100 1 

100 

1010 

.50,710,000 1 

1,771,055 

2(1,011,245 

•41 

101 

100 1 

91 

9.5 

1911 ' 

51.43.5,400 

1,705,177 

21.904,100 

•4.1 

10.1 

09 

102 ' 

100 

1912 

52,167,000 

1,774,491 

22,870,321 

•44 

104 

100 

100 

102 

1913 

52,398,000 

1,828,429 

25,050,454 

•48 

105 

103 

110 

HI 

1914 

53,008,000 

1,822,30.5 

21,244,351 

•40 

107 

103 

94 

93 

1915 

54,448,200 

1,811,829 

23,781,38.5 

•44 
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102 

1910 

55,235,000 

1,780,084 

23,339,22.5 

•42 
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101 
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97 

1917 

50,035,100 

1,740,927 

24,1.53,421 

•4.1 

112 

99 

112 

100 

1918 

56,854,300 

1,734,780 

22,577,271 

1 

114 

98 

1 

105 

93 


Cho -- 2-4/5 acres. Koku = 4-96 bushels. 


manufactured goods and thereby paying for the importation 
of raw materials and foodstuffs as well as other necessaries. 
'J'his inevitably places her in a special economic relation to the 
Asiatic continent, where she can find a wide market for lier 
manufactured goods, and at the same time unlimited supply of 
raw' materials, food, etc. 


IX. Chinese Relations 

It must be deeply regretted that the hopeful expectation of 
the author about Chino -Japanese relations stated in the previous 
report (Economic Journal, ISeptcmber 1916) has been some- 
what disappointed. There was surely a sign for the better at that 
time. But as a result of the unrestricted activity of mischief- 
makers and propagandists, the relations of the two nations 
became far from satisfactory. To be fair, it must be said 
that Japan also is not quite blameless. The attitude of the 
•lapanese Government changed too often. The Okuma Cabinet 
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was understood to be friendly towards southern China, and the 
Terauchi towards the northern, while the Hara Ministry pro- 
fessed absolute non-interference, being follow^ed in the same line 
by the present Government. 

It must be admitted that there is some excuse for such changes. 
Nothing could be done in China without a strong central govern- 
ment, powerful enough to keep order at home, and to free her 
from external influences which are apt to be made use of by one 
party or the other at tJie expense of the real and lasting interest 
of the country and the people. 

The Laotung Peninsula was given away to Russia, then 
Shangtung to Germany, without any substantial opposition, to 
the disgrace of lier prestige and with untold menace to all 
the Far Fasterii countries, especially to Japan. For self-defence 
Japan stood up, and drove out Russia oven at the peril of her 
own existence. The expulsion of Germany from Tsing Tau is too 
fresh a story to be narrated in detail. If China errs internally 
or externally, the damage falls directly on Japan. 

It is clear then tliat Japan had to come to her assistance and 
give support to whosoever looked likely to be able to govern her 
well, aiming always at a strong and unified China, and at the 
welfare and progress of the teeming poj^ulation of over 400,000,000. 
The stops taken in the past by Japan may have been blame- 
worthy, but her sole intention has been for her self-defence and 
the lasting interest of China. 

Of course nothing could be done without money, and during 
the Great War, wh^'ii other nations were unable to give China 
financial help, »Japan loaned Jier big .sums, for which Japan is 
now censured, and not a cent is paid either as principal or interest. 
Still Japan never lo.st her patience, and was guided alwa;ys by n 
spirit of conciliation, as is proved by her attitude in the Paris 
and Washington Conferences, as well as in other negotiaticjiis 
with China. When the passing of the resolution in thi‘ 
Ciiinese Parliament concerning the annulment of tJie treaty 
about Liantung became known in November 1922, no on(^ 
took it seriously, as it was too much contrary to any sense 
of justice and the rules of international morality. We trust that 
better and sounder counsels will prevail in the end in China, 
thereby bringing the two nation.s into better understanding and 
friendly co-operation, not only to their mutual benefit, but for 
the peace and progress of the Orient. 


Kudan, Tokyo. 


JuiCHI SOYEDA 
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Note , — The adoption of the wide-gauge railway system, 
mentioned in the previous report (Economic Journal, September 
1916), ended in failure, although the author strove hard for it as 
the head of the Department of Railways. The same fate awaited 
the two commissions, one for economic measures and the other 
for the iron industry. 

Tohyoy December 7, 1922. 


A New" (Constitution for the Spanish National Banks 
I. J nirodactory 

A GREAT reform has been accomplished not by a law ad hoc, 
but by utilising the law for confirming and prolonging the privilege 
of issue to the Bank of Spain. The Spanish national private 
banks developed themselves in particularly close connection 
with the Bank of issue. There is not yet a proper market rate 
of discount, the Bank of issue rate being the only discount market 
in Spain. Tlie private Banks generally limit themselves to 
the redistribution of credit and capital obtained from the 
Bank of Spain, or in more precise and classical words: “The 
market is at the Bank ; the Bank never goes into the 
market.” 

Another Spanish feature is the dominant position which our 
Treasury has in the markets of capital, where it is able to borrow 
cheaper than industrial and commercial people. 'Die law relating 
to the Bank of issue secures for the (Joveniment an influence in 
the Spanish Economy as a whole, the (Jovernment having at the 
head of the Bank a representative named the Governor. It is 
further to be taken into consideration that the Spanish National 
Economy enjoys great independence as compared with foreign 
Economies, not only on account of the custom laws, but also 
because of the smallness of the national market as a buyer, and 
the limited extent of railways not sufficient for the movement 
of a large trade. Under such circumstances, and in spite of them, 
the national Banks, wdiich were improving slowly before the 
war, progressed rapidly during and after the war in several 
respects. 

(a) The Spanish Banks grouped themselves into three Banking 
Associations, those called Centrum, North and Catdlana (their 
respective central seats being Madrid, Bilbao and Barcelona). 
There was a certain solidarity among the bankers belonging to 
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these Associations and they dealt with matters of common interest. 
(6) Tlie war compelled them to build up a Syndicate, which is 
still alive, to lend to France, (c) The Associations won from the 
Bank of issue a differential treatment such that the discount 
rate applied to them was lower than the official rate, (d) Great 
technical improvements are to be remarked, particularly in the 
much-developed business of placing securities, as well as in the 
increasing control the Banks have obtained through financing 
many of the best Spanish industries, (e) An expansive and 
concentrating development began to take place in three ditferent 
forms: (1) the Banks group known as Urquijo Banks (to found 
a new l^npiijo Bank, local capital and ])ersiuial ])r(\stigc are 
attracted and a regional autonomy is given to the ii(*w Bank) ; 

(2) the so-called Banco Central, a till now successful attempt 
to found ill Madrid one Bank getting the subscription of its 
ca])ital from local Banks who retain tliiur imh'peiidt'nco, the 
Banco Central nevertheless building his own filials in the country ; 

(3) the well-known expansion by fouiulation of an increasing 
number of county filials, or by taking up local Banks, followed 
chiefly by the Banco Hispano Americano, Banco de Bilbao (a 
filial also in London), Banco Espahol de Credito, among others. 
There is still a heavy task before the Spanish Banks. The 
attempt to apply equal terms to equal operations (eonditions, 
Kartelh) is in its infancy. The amalgamations arc? but beginning, 
and there is no doubt that out of over loO Banks, now enjoying 
an independent life in Spain, two or three dozen of tlie most 
efficient would be sufficient for the country. 


If. The Itejorm (Law of T)eccml)er, 1921). 

The central purjioses of the reform are as follows ; 

(a) New 'political and economic conditntion of private Banks. - 
A Council is instituted, named the High Banking Council, which 
will organise the reform. This Council is composed of three 
different sort of representatives, viz; (a) »Six jXTsons representing 
the Banks, elected by the Banks themselves at their three zones 
(also six other persons as substitutes) ; (/;) the first Vice-Governor 
at the Bank of issue as representative from the Bank of Spain, and 
(c) a representative from the (Chambers of Commerce. Over this 
body, as President, is sitting a representative of the Government, 
called the Royal Commissioner for Private Banks, among whoso 
powers is the veto. The High Banking Council had to appoint, 
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and already have appointed, three representatives of their own at 
the Council of the Bank of issue. 

Every Spanish Bank is invited to come voluntarily under the 
Royal Commissioner into a Banking Community. A register 
of these Banks is in existence, the Banks registered being to-day 
in number 103: their capital reaching the figure of over 1,020 
million pesetas. Foreign Banks are not admitted in the Register. 
The Council pay their own expenses, each inscribed Bank being 
obliged to pay a fee between ^ and J pro thousand of its capital 
and reserves. 

The Council may require any Bank to be inspected. The 
inspection is carried through by the Bank of Spain, which has 
to report to tlic Council. 

(/8) Consolidation as statutory law of the relations hetween the 
Banks atid the Bank of Spain and the Government. — The allowance 
lntIi(‘rto obtained voluntarily by the registered Banks from the 
Bank of issue is now reinforced 1)V law. It is fixed at one cent 
when the Bank rate is 5 per cent, or more than 5 per cent. If tlu' 
rate falls under 5 jier cent, the allowance is one-fifth of the Bank 
Tale. Unregistered Banks arc excluded from this allowance. To 
help indirectly this regime, the Government takes a share of the 
greater income made by the Bank of issue out of discounts 
alTectcd otherwise than with registered Banks. This share is two- 
thirds of the difference between Bank rate and exceptional rate 
alI()W('d to registered Banks. Further cxciqitional terms are by 
statute allowed by the Bank to the registered Banks in respect to 
loans covered by securities under certain circumstances. 

( 7 ) Improvements of the Banking conditions. — No Clearing 
Houses existed in Spain, no banking statistics, no reporting organ 
to the Government on credit and currency qiu'stions. The new 
law aims at improvement in these respects. In order to call into 
life the Clearing Houses the Spanish Government allows to the 
registered Banks some exceptions and special terms in the stamp 
<hity (crossed cheques, domiciliations). The terms will be the 
subject of a contract with the Treasury, already under negotiation. 
The Council is invested with the duty of publishing the statistics 
of Banks, and last, but not least, the Council will be a reporting 
organ to the Government on currency and credit. 

(S) New Banking Rules~Tl\o High Banking Council is 
(1) obliged to give directly to the registered Banks new banking 
rules, and (2) may present to the Government proposals of 
rules respecting every Bank working in Spain. The most 
important object under the first head is to fix the minimum 
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capital a Bank must possess to be registered. (The Council has 
already fulfilled this task, and the minimum capital is one million 
pesetas for a Bank established in places known in Spain as 
“ banking places,” or, what is the same, where the Bank of issue 
has settled, establishing a filial; and 500,000 pesetas in not 
banking places. Another obligatory rule now under consideration 
is to be promulgated, fixing the maximal interests for the 
“passive” banking business current accounts, deposits, etc.). 
Furthermore, the ratio is to be fixed between liabilities on demand 
and the realisable assets (liquidity of Banks). 

There is an important task, already fulfilled, of which the 
interest extends beyond the registered Banks, namely, the scheme 
of balance sheet in which any Bank in Spain must express every 
quarter its situation. The scheme proposed by the Council, 
and approved by the Oovi^rnment on the 24th September last, 
is shown below. 


ASSETS. 

I. Cash and Banks: 

(.^ash on hand and at the Bank of Spain. 

Foreign currency (real value) 

Cash at other Banks. 

II. PoRTEFEUILLE : 

Bills and commercial papers due not longer than DO days. 

JcL id, longer than DO days. 

Securities ; 

Public securities. 

Other securities. 

III. Credits: 

Loans covered by siiecial warrantee. 

Several debtors at .sight. 
hL at term (time loans). 

Id, in foreign currency (real value). 

IV. Premises and Real Estate. 

V. Furniture. 

VI. Shareholders (liability on uncalled capital). 

VII. Own Share.s on Portefeuille. 

VIII. Any other asset that Banks judge convenient to express. 
Total. 
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LIABILITIES. 

I. Capital. 

II. Reserve Funds. 

III. Creditors: 

At sight. 

At no longer than 30 days. 

At longer than 30 days. 

(^editors for foreign currency (real value). 

IV. Bills and Other Lf abilities to be Paid. 

V. Acceptances. 

VI. Any other liabilii.y that Bank.s judge convenient to express. 
Total. 

Fkancisco Berms 


Recent Offktal Publications 

Kej)ori of an Inqniry into the Waye^ and Honrs of Labour in the 
Cotton Jllill Industry. By 0. FfNDLAY Shirras. (Labour 
Office, Government of Bombay.) 

Tins inquiry into the wages and hours of labour in the Cotton 
Mill Industry of the Bombay Presidency is directed to ascertain 
the amount earned by different classes of work-people in 1921 
compared with 1014. Beautiful coloured diagrams based on tables 
show the proportionate numbers of men, women and children (in- 
cluding lads) in different occupations at several centres, and also 
wages and hours for different elas.ses of workpeo})le. The average 
daily earnings of men (working full time) for the Presidency were 
Ir. 4a. 7p. ; the ccuTesponding ligure for women was 10a. 9p. The 
monthly earnings per head show the women’s earnings more 
nearly half that of men. The wages of all operatives who arc 
on the “ Muster Rolls ” arc augmented by a substantial bonus. 
The frequency -distribution which shows the number of men — 
and likewise of women (and children)— earning different net 
amounts is of much statistical as well as economic interest. TIjc 
cost of living compared with nominal wages sliows a rise of real 
wages over the pre-w^ar level of 17 per cent, for the Bombaj^ 
Presidency ; against 10 per cent, for the United Kingdom, 34 for 
the United States. 

League of Nations. Report on Double Taxation submitted to the 
Financial Committee. By Professors Bruins, Einaudi, 
Selioman, and Sir Josiaii Stamp. 
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Report on an Inquiry into Working-class Budgets in Bombay, 
By G. Findlay Siiirras. (1923. Labour Office, Govern- 
ment of Bombay.) 

The distribution of expenditure on food, clothing, rent, etc., 
varying with the size of income and the number of children, and 
other interesting results presented by this compilation of over 
3000 budgets, will be considered in a subsequent number of the 
Economic Journal. 


Prices and Wages in India (Department of Statistics, India). 

1023. [No. 1710.] 

Wholesale prices, for periods of years, in different regions, 
are given for food-grains and other important articles, including 
exports and imports; and retail prices for food-grains and salt. 
'I’he movement of prices is exhibited by way of index-numbers. 
B.g, for India (the total of twenty-one regions separately 
treated) there arc given (unweighted) index-numbers for ten 
food-grains and for salt, comparing prices of 1921 with those of 
1913 as base (= 100). Tlic Median of the eleven relative 
prices is 206; the Arithmetic Mean 189. 


The Twenty-second Financial and Economic Annual of Jajxin, 
1922. Tokyo. 

The year 1921 was a period of readjustment after the break- 
down of markets in 1920 ; not remarkable for activity in industry 
and commerce. There are, as usual, interesting statistics as to 
production, wages, prices, etc. The illcdian of tlie index-numbers 
for wages in fifty-one occupations in the first half of 1920 compared 
with 1900 as base is 46G; while tlie corresponding figure for 1913 
is 161. The Median of forty-one prices, in Tokyo, 1920, compared 
with the prices of 1900 as base is 335. 


Report of the Cmimittee of Inquiry into Saving Certificates and 
Local LoanSy etc, 1923. [Cmd. 1865.] Price 6d. net. 

The continuance of tlie arrangement under which half the 
proceeds of certificates are made available for local loans and 
other technical points arc considered. 
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Current Topics 

Adam Smith was born on Juno 5, 1723. The bicentenary 
was celebrated at his birthplace, Kirkcaldy, The University of 
Glasgow has arranged an exhibition of memorials. An oration 
was delivered before the British Academy by Professor W. R. 
Scott. Wc honour the forerunners, but we honour most the 
acknowledged founder of our Science, who— the first to apply 
witli grandeur of scale and design the intellectual tools and high 
outlook of philosophy to the business of men — brought to earth 
(we like to think) a new Muse. 

The following have been elected to membership of the Royal 


Economic Society 


Adam, E. 

Isaac, D. J. 

Banerjce, S. L. 

flay, L. M. 

Blair, G. N., M.C. 

McGoun, A. F. 

Campion, (J. A. B. 

Morris, A. 

Caulcutt, J. 

Mozumdar, K. 

Chitnis, A. R. 

O’Leary, J. B. 

(Marke, G. P. 

Pearey, W. H. 

Dumbcll, S. 

Rees, W. S. 

CiVans, A. N. 

Smith, C. F. 

Creen, A. R. 

Smith, J. MacDonald. 

Hannibal, T. 

Warburton, C. A. 

indra, B. K. 

Wood, Prof. L. A. 

I'he following have 

compounded for life membership 

(Wdingley, 11. 

Hurd, W. B. 

Cowcher, W. B. 

Jay, L. ]\l. 

Cray, Prof. A. 

Kerr, 11. C. 

Hollander, Prof. J. H. 

Morris, A. 


Tlie following have been elected to library membership: — 
Archives of Law, Economies and Political Science, National 
University of Peking; Kings’ College for Women, Kensington. 


Our Spanish correspondent, Professor Francisco Bernis, 
whose communication about Spanish Banks wc print on another 
IK'ige, writes with authority on that subject, b^or he has played 
a great part in bringing about tlie recent reforms. He contributed 
larg(‘ly to the elaborate Report on the Banking (^institution of 
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Spain issued by the Ministerio de Hacienda in 1921. He is 
Secretary to the New Hanking Council, whose functions he has 
briefly described above. A fuller account of Spanish Banking 
has been given by him in the brochure entitled El Banco de 
Eapana Y La Economia National, He has returned to the 
subject in the volume which we announce among “ New Books.” 
But the economic consequences of the war which form the subject 
of his new' book are not conflned to currency and banking. 


Pkofessou Westergaaud writes : — The small circle of Danish 
economists has lost one of its most prominent members, Marcus 
Rubin, who died March 6, 1923, at the age of sixty-nine. Twice 
in his life it fell to him to organise oflicial statistics. As a very 
young man he was appointed under the Magistrate of Copenhagen 
to organise a municipal statistical office, and in J 895 he w'as placed 
at the head of the Statistical Department of Denmark, then under 
reorganisation. He solved these tasks in a brilliant way, both 
institutions being soon on a level with the most prominent 
institutions of the kind. Later in life he was appointed cliief of 
the Department of Taxes and Duties, and in 1913 Director of the 
Danish National Bank, in w'hich office he died. 

Rubin co-operated with me in two statistical investigations, 
namely, on the Mortality of the Rural Population (1886) and on 
Statistics of Marriages (1890). The latter contained observations 
which were at that time new^ : on fecundity and fertility, and on 
the infant mortality in large and small families. But his main 
interest w^as History. He published investigations on the history 
of the population of Copenhagen, 1630-1730, chiefly based on 
birth-statistics ; and he compiled the Economic and Social 
History of Copenhagen (or rather the whole country), 1807 39, 
in two volunu's, which won him a w^clhdescrvcd reputation as 
an historian. He lived willi his pen in his hand, writing many 
articles on various subjects, alw^ays in an exceptionally lucid and 
interesting style. He was President of the Danish Economic 
Society, 1900-1916; member of the International Statistical 
Society, and honorary Fellow of the Royal Statistical Society. 


The Vcn. Archdeacon Woodthorpe, M.A., has been appointed 
Professor of Economics and Director of Tutorial Classes in the 
University of Otago, New Zealand, in place of Professor W. 
H(;ndcrson Pringle, M.A., LL.B., resigned. 



RECENT PERIODICALS AND NEW BOOKS 

Journal of the, Royal Statistical Society. 

January, 1923. The ReUitious of Capital and Labour. Presidential 
address by the Rkjht Hon. Lord Emmott. Changes in the. 
Birth-rate and in Legitimate Fertility in London, 1911-21. T. T. 
Db Jastrzebski. Every table shows a decline. 

March. Discussion on the Registration of Disease. Opened by Dr. 
R. DudfieIiD. Statistics of Unemployment. J. Hilton. Whole- 
sale Prices of Commodities in 1922. Editor of the “ Statist.” 
The “ grand total ” index-numbers for 1920, 1921, 1922 were 
respectively 251, 155, 131 (relative to 1867-77 =-= 100). 

Journal of the Institute of Bankers. 

December, 1922. Current Monetary Problems. J. M. Keynes. In 
a first lecture Mr. Keynes illustratc'd general principles by refer- 
ence to the present disorganised state of German business. 

January, 1923. In a second lecture Mr. Keynes considered the 
remedies for the ills of Germany; comparing three plans of 
stabilisation. In two following lectures he discussed devalua- 
tion with reference to the case of Great Britain; inclining to 
stabilise sterling in the neighbourhood of its present value, rather 
than to restore the old par. The Present Economic Situation in 
Germany. J. M. Davidson. The bewilderment and confusion 
of German business life are strikingly described. 

Ecanornica. 

January, 1923. 7^e.sts of Correspondence beturen Statistical Grouping 
and Formuke. Prof. A. C. Bowley and L. R. Connor. In 
continuation of a controversy on hypotheses proper to Prof. 
Karl Pearson’s criterion of good lit. I^ublic .Uithoritics and 
IJnemploymenl. D. H. Macoregok. There arc reasons for the 
neglect of repeated recommendations that public authorities 
should in good times reserve work against a pi'riod of depression. 
Tliey are not prophets ; cannot be sure that by refraining now 
from certain public works they may not be withholding the 
amount of employment which the existence of those constructions 
in the future would require, etc. 

The Edinburgh Review. 

April, 1923. The Odd Standard. The Editor. Mismanagement of 
finance and currency during the war greatly increased its cost. 
Inflated currency and inflated oratory, producing an inflated men- 
tality, led to labour troubles. Soundness will not bo assured 
“ until once more every holder of our paper tokens is able on 
demand to obtain gold.” 
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Contemporary Review. 

April, 1923. The Labour Problem. Skebohm Rowntrek. “ Love ” 
as taught by Tolstoy is needed for the solution of the problem. 
A “ new spirit ” would secure improvements in many resjjocts, 
c. g. in the worker's status. 

May. The Financial Situation. J)ii. Hugh Dalton. Both the 
near and distant future are uncertain. French lAibour and the 
Ruhr Problem. Jean Longuet. The solution supported by the 
French and German working classes in agreement with those of 
Great Britain and other countries is advocated. The Norfolh 
Agricultural Dispute. Sir Henry Rew. The situation demon- 
strates the necessity of re-eslablishing wage- fixing bodies in 
agriculture. 


The Nineteenth Century. 

April, 1923. Competition and War. Arthur Gasperz. Currency 
and Prices. Lord Vernon. 

The Fortnightly Review. 

May, 1923. Industrial Responsibility for U nemployment. Lt.-Col. 
D. C. McLaoan. Six ditterent methods of ail ministration having 
been compared, administration by industry as a wliolc is preferred. 

The Irish Economist. 

April, 1923. Going to the Fair. Paul Gregan. A sprightly 
description of various Irish markets. The cattle fair threateni'd 
by the importation of Canadian stock might be saved by “ finish- 
ing ** the cattle in Ireland. An Impression of WeMern Canada. 
C. R. Fay. The Co-operative Movement in Sweden. Aktuk 
Borj ESSEN. Swedish farmers, independent and individualistic, 
form associations slowly. Irish Labour and the Guild Idra. 
R. J. Mortished. Agricultural Co-operation in India. P. 
PiLLAI. 


Labour Gazette (Bombay). 

January, 1923. This number contains a summary of the recent 
Wage Census in the cotton industry in Bombay and other Indian 
centres (described above, p. 265). 

I niermdional Labour Review (Ch*neva). 

February-Makch, 1923. Labour Legislation and Economic Possi- 
bilities. Prop. I. P. de Vooys. Ijibour Strifes in Continuous 
Industries in the United States. H. B. Drury, British Uihour 
and the Depression. Sidney Webb. The economic depression, 
though seriously affecting the membership and funds of Trade 
Unions, has not caused any colla2)se of their organisation ; owing 
to the improvement in education during the hist lialf-centiiry. 

April. The Trade Union Movement in Sweden. S. Hansson. Health 
ami the Workers. Dr. Ren ft Sand. Migration Movement^ 
Throughout the World in 1913, 1920 and 1921. Tlie total volurm' 
of emigration ha.s diminished by nearly two-tliirds in 1921 com- 
pared with 1913, that of immigration liy more than a half (tlR’ 
discrejiancy partly duo to claiiflostine emigration). 
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Quarterly Journal of Economics (Cambridge, Mass.). 

February, 1923. Some Aspects of Protection further Considered. 
F. D. Graham. Protection may have benefited America in the 
past, but is not suited to present conditions. Prices and 
the Quantity of Circuhting Medium, 1890-1921. Holbrook 
Working. The Rochester Clothing Market. E. W. Morehouse. 
Collective bargaining is building iip a code of industrial law co- 
1 ‘xistent with and analogous to the law administered by Courts. 
Higher and Lower Desires. A. F. M’Goun. 

The American Economic Review (Cam bridge. Mass.). 

March, 1923. Company Unions and Trade Unions. Henry Seager. 
Company unions (shop committees or works councils) have 
flourished more than trade unions lately. The Tariff Act of 1922. 
Abrah.am Bekglun]). The Act is among the highest with 
respect to rates in American history. Federal Aid to Education. 
Rufus S. Tucker. Economic Comlitions in Europe. H. (J. 
Moulton. When the nations cease forcing industry into arti- 
licial channels, from simultaneously demanding and preventing 
the payment of debts, when commerce is free and trade is balanced, 
th(‘n EuroiH* may be on her way to prosperity. European 
Financial Situation and Remedies. B. M. Anderson. (Con- 
structive versus Dollar Diplomacy. Henry RnriiRK. Stabilisa- 
tion of Europe. Irving Fisher. The key to the rehabilitation 
of Europe is the intervention of the United States; to assure 
Europe peace, reduce her militarism and readjust reparation 
payments and inter-allied debts, and for a time extend loans. 

Supplement. Papers and Proceedings of Thirty-fifth Annual Meeting 
of the A?nerican Economic Association (Chicago, December, 1922). 

Political Science Quarterly (Xew York). 

March, 1923. 2'he Effects of Taxation. E. R. A. Seligman. The 
effects are considered under five heads : (1) the novelty of the 
tax, with special reference to its capitalisation ; (2) the proportion 
between the sacrifice of the taxpayer and the gain of the Treasury ; 
(3) the unintended ; (4) the injurious ; (5) aiul the indirect effects of 
taxation. Jeremy Bcntham. Graham Wallas. A genial study. 

Bureau of Labour Statistics (Wasliingtim). 

No. 320, 1922. Wholesale Prices, 1890 to 1921. The index-number 
for all commodities shows 220 for 1920, 147 for 1921, compared 
with 100 for 1913. Charts exhibit a close parallel between the 
trend of prices for all commodities and for farm products and 
food separately. 

No. 315. Retail Prices, 1913 to 1921. A record of price changes 
under (he heads, food, coal, gas, dry goods. 

Journal of Political Economy (Chicago). 

^"ebruary, 1923. Productive Apparatus and the Capitalist. G. A. 
Kleens. English Agriculture Since 1914. R. Lennard. Over- 
head Coats hi Modern Industrif, I. J. Maurice Clark. Pro- 
vimial Taxation hi Canada. W. C. Keirstead. 

No. 130. — VOL. xxxiii. 
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x\pRiL. The Life and Work of Simon Nelson Patten. R. G. Tugwell. 
Overhead Costs in Modern Industries^ 11. J. Maurice Clark. 
Among other features, joint production is described. The 
Liquidity of Bank-earning Assets. Waldo F. Mitchell. The 
“ orthodox ” theory of short-time advances and automatic 
liquidity is considered. International Comity in Taxation. C. J. 
Crobaugh. Double taxation is discussed. The Theory of 
Hedging. C. 0. Hardy and L. S. Lyon. 


Journal des Economistes (Paris). 

February, 1923. Les inquietudes de Panghss. Yves Guyot. Le 
rapport du gouverneur de la Banque de France. Y. G. L'effondre- 
ment financier le VAutriche. 8. Aberdam. La situation inter- 
nationale des impots. L. R. Gottlieb. 

March. Finances incoherenies. Y^ves Guyot. Le Federal Reserve 
des Stats- U nis. N. Mondet. Tm propriHe scientifique. Fern an d 
Jacq. On the rights of inventors and discoverers. 

April. L’or, sa situation actnelle et previsions. Yves Guyot. La 
silmtion financiere de la Grande- Bretagne. W. M. J. Williams. 


UEconomiste Fran^ais (Paris). 

Among many instructive articles on cuiTcnt affairs (the conditions 
of, and relations with, Russia, the problem of “ Reparations,” 
etc.) we may distinguish M. E. Payen’s continued studies on 
the production and price of various raw materials : silk (March 3), 
the manufacture of which, exported from Lyons, show in 1922 
an increased value; silver (March iO), of which the “extra- 
ordinary avatars ” of war-time have become matters of ancient 
history, silver which, descending towards its pre-war level, 
showed in 1922 the mean annual price 34-/o })ence per oz. as 
against 61^\ (mean, maximum 89J) in 1920; copper (March 31), 
of which the value has declined not only from the cessation of 
the demand for munitions, but also from the unloading of British 
stores; cotton (April 28), the price of which rose during 1922. 


Revue d' Economic Politique (Paris). 

January-February, 1923. La pratique de la loi du 17 Avril, 1919, 
sur la reparation dcs dommages de guerre. X. Les finances 
locales C7i Alsace et en Lorraine, 11. W. Oualid. Uindusirie 
siderurgique en France au debut de la Revolution. H. BouRGUlN. 
Notes sur la Russie. B. Eliadieff. 


Weltwirtschaftliches Archiv (Jena). 

January, 1923. Neue Entwicklungen in der Weltwirlschaftlichen 
Stellung der Vereinigten Staalen. Dr. W. Notry. Wirkungen 
des Weltkrieges auf Argentiniens Volkswirtschaft. R. A. Doman. 
The results of the war were on the whole favourable to Argentina. 
Wirtschaflliche Organisaiionsideen der Gegenwari. F. K. Mann. 
Las Geld als Quelle von Missverstdndnissen im ititernatiomhn 
Giiteraustausch, A. van Gun. 



1923] 


RECENT PERIODICALS AND NEW BOOKS 


273 


Archiv fUr Sozialwissetischaft und SoziaLpolitik (Tubingen). 

Vol. L., No. 2. Arbeit als Tatbealand ilea W irlucluiftslebens. F. V. 
Gottl-Ottliliem’eld. Zur Krilik Soziakr Grundjjrinzipien, II. 
Prof. Dr. Goetz Briefs. Die Krise des Kapiialismm. Dr. 
James Steinberg. Studien iiber Britisch- Indies. Dr. Karl 
Kolwey. Eitie soziologische Theorie der Abstraklion. Dr. Paul 
SZENDE. 

Zeitschrifl fiir Volkswirtschaft nnd Sozial-politik (Vienna). 

Vol. III., Nos. 1-3. Machtpsychologie. Dr. Friedrich Wieser. A 
new psychology which takes account of the compelling influence 
of others on the will of the individual. Die okonojtiischen Grund- 
begriffe. Dr. Felix Kaufmann. Die juristiche und die okono- 
mische kalegoric des Geldes. Dr. Oskar Zaglits. 

Giornale degli Economist i (Rome). 

February, 1923. Piccoli e grandi veri e falsi imprenditori. V. 

PoRRi. Inflazione monetaria e Corso des Cambi. Marco Fanno. 
March. / porti daWElbe a Napoli. Epicar.mo Corbino. Intorno 
al regione delle Assicurazioni suUa vita. G. Mortara. II faitore 
“ tersa ” nella ricostruzione odierna. G. C. Donvito. 

April, 1923. La egemonie militari in Exiropa avanti e dopo la guerra. 
F. Zugaro. Statistics relating to the magnitude of armaments 
in different States (1913-1922). La rilevazioni aniministraiive. 
A study in costing. 

May, 1923. Inflazione monetaria e corso dei Cambi. Mario Fanno. 
La Riforma Sociale (Turin). 

March-April, 1923. Summing up conclusions drawn from the 
inquiry into Governmental administration instituted last year 
by the Riforma. ..4»cora siUla questione dogatiale. F. A. Repaci. 
Argument is enforced by the testimony of industrials who have 
been injured by protection. 

Metro n (Ferrara). 

Vol. I., No. 1, 1923. On the mathematical e.xpectation of the moments 
of frequency distributions in the case of correlated observations. 
A. A. Tschuprow. The Precision of Measurements estimated 
from Samples. A. L. Bowley. Die Berrehnung der Tauglich- 
keitsprozente in der Heeresergiinzungs siatistik. W. Winkler. 
On statistics of military efficiency. 

Scientia (Milan). 

Vol. XXXIII., No. CXXXI. 3. La France democratiCi rurale son 
influence et son role en Europe. 

Skandinavisker Kreditaktiebolaget (Gothenburg and Stockholm). 

April, 1923. Tlie second number of this publication contains an 
article by Professor Cassel on the problem of monetary^ stablisa- 
tion, and the quarterly report issued by the Swedish Statistical 

Department. 

t2 
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Social Scmvcc Quarterly (Peking). 

January -March, 1923. The Reconstruction of Chhia and its Economic 
Background. Prof. C. S. Chen. The State of htdividual LibeHy 
in China. Dr. S. C. Wang. The articles denoted by these and 
other tantalising titles arc buried under Chinese symbols. 


NEW BOOKS 

English. 

Anga.s (L. L. B.). Germany and her Debts ; a Critical Examina- 
tion of the Be])aration Problem. With an Appendix on Exchange 
iStabilisation. London : iSirnmonds. 192.3. Pp. 158. 

Annual Register. A review of public events at hojue aiul abroail 
for the year 1922. Edited by M. Epstein, Ph.D. Loiuhui : Long- 
mans. 1923. 

Bastable (C. F.). The Commerce of Nations. Revised by T. h]. 
Gregory. London : Methuen. 1923. Pp. 212. 

[Tho ninth edition of this well-known work.] 

Bourneville Housing : a Description of th(» Housing vSehemes of 
Cadbury Brothers, in 1922. Bouruville. Pp. 55. 

British Association Report on Credit Currency, Finance and 
Foreign Exchanges. London : Burlington Hou.se. 

[In seven very closely printed page.s it has been sought to answer, with the 
greatest common measure of agreement, seven leading (piestions.J 

Caloer (John). CapitaPs Duty to the Wage-earner. A manual 
of principles find practice on handling the human factors in industry. 
London : Longmans. 1923. Pp. 32(). 

Chisholm (George G.) and Birrkll (J. Hamilton). A Smaller 
Commercial Geography. London : Ix)ngmans. 1923. Pp. 301. 

Coffey (Diarmid). Co-operative Movement in Jugo-81avia, 

Rumania and North Italy. (Carnegie Endowment for Internfitional 
Peace.) Oxford (London, etc.) : University Ihe.ss. 1922. Pp. 99. 

[The author is Librarian (d the Co-operative Reference Library, Dublin.] 

Cohen (Joseph L.). Insurance by Industry Examined. London: 
King. 1923. Pp. 120. 

Cole (G. D. H.). Trade Unionism and Munition.s. Oxford ; 
Clarendon Press. 7.9. Gd. 

Cole (G. D. H.). Workshop Organisation (Economic and Social 
History of the World War). Oxford : Clarendon Press. 192.h 
Pp. 180. 
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CoNSETT (Rkar-Admikal M. W.). The Triumph of Unarmed 
Forces, 1914-18. 

[An account of the system by which (Germany secured supplies during the War ; 
suggesting that an effective blockade would have shortened the War.J 

Cox (Harold). The Problem of Population. London : Cape. 
1922. Pp. 198. 

Dalton (Hugh), 'f he Capital Levy Explained. London : Labour 
Publishing Co. 1923. Pp. 26. Is, 

Darling (J. F.). Currency Co-ojieration in the British Empire 
(Xot published.) 

Fordham (Montague). Agriculture and the Guild System. 
With a Preface by M. F. (Issued by the National Guilds League.) 
Loudon ; King. Pp. 24. 

Hadley (Arthur Twining). Economic Progress of Democracy. 
Cambridge : Univer.sity Pn*ss. 1923. Pp. 160. 

Howell (J. Pryse). An Economic Survey of a Rural Parish. 
(Institute for Research in Agricultural Economics.) Oxford : Uni- 
versity Press. 1923. Pp. 30. 

Tnnes (Harold A.). A History of the Canadian Pacific Railway. 
London: P. S. King. Toronto: McClellan & Stewart. Pp. 36."). 
I2.«. 6t/. 

[•‘An attempt to tr.ico tlic history of the C.IMl. from an evolutionary and 
scientific point of view.” The attempt would have succeeded hotter, if a map 
had made it possible to follow the details of local geography, and if the text 
had been less eneiimhcred with lengthy an<l often suiieiHuous notes.] 

International Chamber of Commerce. A Brief Survey of Italy’s 
Economic (.’ondition. Rome : Italian Section of International 
Chamber. 1923. Pp. 71. 

Keltie (Sir John) and Epstein (Dr. M.). The Statesman’s 
Year-Book for the year 1923. London; Macmillan. 1923. Pp. 1083. 

[In the sixtieth issue of this Historieal and Stati.stieal Annual there are two 
new ehapters dealing respoidively with Northern Iri'laiid and the Irish Free Slates. 
'The (‘omparisnn of tlu' military and naval strengths of the principal counlrit's, 
and the description of the “ inaiidaled ’ territuries, are important fi*atiiivs of 
this year’s compilation. ) 

Krichewsky (S.). A Method of Curve Fitting. Cairo : Govorn- 
inent IVess. 1922. Pp. 17. 

Koch (M. H. de). The Re.sults of Government Ownership in 
South Africa. Capetown : Jiita. 1922. Pp. 1S7. 

Lowenfeld (Henry and Margaret). Back to Prosi)erity : a 
new Aspect of Practical Life. London : Wilson. 1923. Pp. 268. 

Lloyd (E. M. 11.). Stabilisation an Economic Policy for Pro- 
ducers and Consumers. London : Allen a?ul Unwin. 1923. Pp. 128. 

Mairet (G.). Trade, Transport and Finance. With Examina- 
tiou Questions on the 'fheory and Practice of Commerce. London : 
Macmillan. 1923. Pp. 444. 
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Middleton (Thomas Hudson). Food Production in War. 
(Economic and Social History of the World War.) Oxford : Uni- 
versity Press. 1923. Pp. 373. 

Muir (Ramsay). Politics and Progress. London : Methuen. 
1923. Pp. 182. 

[To givo a coherent view of the political and social aims of Liberalism is the 
pur[iOse of thi.s little book.] 

Mukher-jee (B.). The New Yellow Peril. (Sir Mookerjee Silver 
Jubilee Volumes.) Valeutta : ITniversity. 1921. Pp. 22. 

[The title designates Western gold Britisli Capital, which with many benefits 
has also brought disadvantages to India, political domination by alien capitalists, 
exclusion from control and profits and higher paid work, abstraction of mineral 
wealth, etc. China too is in danger of lx?ing bought up by tho West.) 

Mukherjee (B.). Economic Reconstruction (Reprinted from 
Lucknow University Journal). Lucknow: N.K. Press. 

Mukher-ji (Professor Panchanandas). The Co-operative 
Movement in India. B(*ing a study of the co-operative principle and 
its diverse applications in India and abroad. With a Foreword by 
Mr. J. T. Donovan (Secretary to the Government of Bengal). Third 
Edition (entirely rewritten and considerably enlarged). Calcutta : 
Thacker. 1923.‘ Pp. Ixxxf468. 

Ooawa (Gotaro). Expenditure of tho Russo- Jaj>anese War. 
London : Milford (Oxford University Press). Pp. 257. 

Ono (Giichi). War and Armament Expenditure of Japan. 
New York : Oxford University Press. 1922. Pp. 314. 

Ono (Giiciii). Expenditures of the Siuo- Japanese War. CWuegie 
Endowment. Lcjudoii: Milford (Oxf<»rd University Press). 1922. 
Pp, 330. 

Rau (B. Ramackandka). Pre.scmt-day Banking in India. Cal- 
cutta : University. 1922. Pp. 301. 

Rkdmayne (Sir R. A. S.). The Briti.sh Coal-Mining Indu.stry 
during the War. (Economic and Social History of tho World War.) 
Oxford : Clarendon Press. 1923. Pp. 348. 

Remer (C. F.). Readings on Economies for Cliina. Shanghai : 
(Commercial Pre.s.s. 1922. Pp. 085. 

[Designed for Chinese students.] 

Ricardo (David). Economic Essays. Edited with Introductory 
Essay and Notes by (the late) E. C. K. Conner, K.B.E. London : 
Bell. 1923. Pp. 315. 

Robertson (D. H.). The Control of Indu.stry. With an Intro- 
duction by J. *M. Kkvne.s. London : Nisbei. 5s. 

Rowe (J. W. F.). Wage.s in the Coal Industry. I.iondon : King. 
1923. Pp. 174. 

Sastri (K. R. R.). The Madura Gilds. 

[Notes on the remains of gild organisation among craftsmen of Madura, with 
suggestions OH to tiio means of strengthening it.] 
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Shadwell (A.). The Engineering Industry and the Crisis of 
1922. A chapter in industrial history. London: Murray. 1922. 
pp. 90. Is. 6rf. 

Welbourne (E.). The Miners’ Unions of Northumberland and 
llurharn. Cambridge; University Press. 1923. Pp. 321. 

Worker’s Register of Lfibour and Capital. Prepared by the 
Labour Research Department. London: Labour Publishing Co. 
1023. Pp. 223. 

[A prefare signed by O. D. H. Tolf* and Klinor Burns points to tlieir having 
prepared this eollection of foots ami illustration.s, by which Iho oliampions of 
Labour will be better equipped for stating the workers' case and ft)r understanding 
and penetrating the case of Labour's enemies.] 


American. 

Bouche (O. Fred). A (Vitique of Economics : Doctrinal and 
^lethodological. New York : Macmillan Co. 1922. Pp. 305. 

Jackson (J. Hugh). Audit Working Papers. Their Preparation 
and Content. New York : American Institute of Accountants. 1923. 
Pp. 201. 

Strong (E. K.) and Uhrbrock (R. S.). Job Analysis and the 
Curriculum. Baltimore : Williams & Wilkins. 1923. P]i. 140. 

Strover (Carl). Monetary Hoconstruction. Chicago : Tbo 
Author. 1922, Pp. 91. 

Tuqwell (Rkxford (b). The Economic Basis of Public Interest. 
Mcnasha (Wisconsin) : Banta. 1922. Pp. 13S. 

[A tho.si.s by a candidate for the degree of doctor; on tlie condilioiw which 
justify the interference of (ioverninent w'ith the eomliiet of a business.] 

Watson (Frank Dekker). The Charity Organisation Movement 
in the United States : a Study in American Philanthropy. New 
York : Macmillan Co, 1922. Pp. 560. 


Italian. 

Fraccacreta (Angelo). Sicurezza e insicurezza cconomica. 
Naples : Pierro. 1923. Pp. 39. 

Bernacer (German). Lti teoria do las disponibilidades como 
interpretacion de las crisis econdmicas v del probh'ina social. Barce- 
lona : “ I^i Union.” 1923. Pp. 32. 

[“ Disponibility ” is the character of funds in the hands of entreprenriii’s as 
speculators, as distinguished from money destined for eonsumptioii. 1 he author 
recommends a limitation of disponibility.] 

Pantai.koni (M.) 0 Broglio ((!onte R.). Temi, Tesi, Problemi 
^ questi di economia politiea teorica e applicata. Bari : Laterza. 
1923. 
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German. 

Altmann and many others. Grundriss der Sozialokonomik. II. 
Abteilung. II. Teil. Wirtschaft und Technik. Tiibingen : Mohr. 
1023. Pp. 220. 

Feig (Dr, Irmoard). Unternehmertum und Sozialismus. Jena : 
G. Fischer. 1922. Pp. GO. 

[Traces relation of Socialism and enterprise.] 

Finanzpolitische Zeitfragen. Produktionssteigerung durch organ- 
ischen Umbau. Stuttgart : Moritz. 1923. Pp. 52 

[Several authors contribute to this, the third issue for 1922-3 of the series 
published by the Deutsche OeseUachaJt Jiir Heichserhrecht.] 

Gesell (Silvio). Denkschrift fiir die Deutschen Gewerkschafton 
in der frage der Wahrung der Valuta und der Reparationen. Pots- 
dam : Muller. Pj). 159. 

Goldscheid (Dr. Rudolph) and others. Halt rnit der deutsch(*n 
Papiergeldflut (Finanzpolitische Zeitfragen). Stuttgart : Moritz. 
1922. Pp. 32. 

Harburger (W.). Gleitt'iide Wahrung mit einem theoretischen 
anhang : Die Versicherung gegen Geldentwertung. Munich : Dunckcr 
& Humblot. 1923. Pp. 80. 

Ketlhan (Dr. Wilhelm). Die Wertungslehrc. Versuch einer 
exakten Beschreibung der okonoiuischcn Grand beziehungen. Jena : 
G. Fischer. 1923. Pp. 243. 

Kerschlagl (Dr. Richard). Die Fntwicklung dcs bargeldloson 
Zahlungsvcrkehrc.s. Vienna : Verband osterrcichischer Bankcji. 
1922. Pp. 47. 

KriAUSS (Dr. Robert), Die deutsche, cnglische und franzosische 
Kriegsfinanzierung. Berlin : Gruyter. 1923. Pp. 194. 

Levy (Hermann). Die Vereinigten Staaten von Amerika als 
Wirtschaftsinacht. Lei])sic : Teubner. 1923. Pp. 135. 

Lotz (Walther). Valutafrage und ciffcntliche Finanzen in 
Deutschland. Munich and Lcipsic : Duncker and Humblot. 1923. 
Pp. 118. 

Oppenhphmer (Franz), System der Soziologie. Vol. I, Part I. 
Jena : G. Fischer. 1922. 

[A now theory of “ Sociology,” representing tho con.sidercd opinions on the 
subject of a writer whose work has won no little res|x;ct in learned circles. The 
first part of Vol. I deals with general principles, and espoeially witli the psychology 
of sociology.] 

Plant (T.). Wesen und Bedoutung des englischen Gildcnsozial- 
ismus. Jena : Gustav Fischer. 1922. Pp. 35. 

Plant (T.). Entstehen, Wesen und Bedeutung des Whitleyisnuis. 
Jena : Gustav Fischer. 1922. Pp. xii + 341. 

[Plant regards the Whitley Councils as the crown of the system of industrial 
cunciliation.J 
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RaSin (Dr. Alois). Die Finanz- \md Wirtsehaftspolitik der 
Tschechoslowakei. p]inzig autorisierte tlbersetzimg, von Dr. Paul 
Eisner. Munich ; Duncker & Humblot. 1923. Pp. 164. 

SCHWIEDLAND (E.). Volkswirtschaftlchrc. II. Die Gebiete der 
wirtschaftlicheii Tatigheit. Dritte Aiiflage. Stuttgart : Kohlhammer 
1923. Pp. 217. 

SCHWIEDLAND (E.). Das Transport wesen. Dritte Anflage. Stutt- 
gart : Kohlhammer. 1923. Pp. 39. 

Stein (Dr. Ludwig). Die Soziale Frage im Lichte der Philosphie. 
Stuttgart: Enke. 1923. Pp. 592. 

[A new and revised edition of leeiures on Sociology and it.s history by the 
Professor of Philosophy, at the University of Born.] 

Traveus-Borg.stroem (Arthur). Mutualismus. Autoiisierte 
Ubersetzung. Munich : Duncker & Humblot. 1923. Pp. 125. 

Waltershausen (A. Sartorius von). Einfuhrung in die Volk.s- 
wirtschaftslchrc. Lcipsic and Berlin : B. G. Teubner. 1922. 

[An “ Introduction ” to Economics which in its brilliance and originality 
raises the work far above a mere text-book. J 

Weber (Alfred). Die Not der geistigen arbeiter. Munich and 
Lcipsic : Duncker and Humblot. 1923. 

WiCKSELL (K.). Vorlcsungcn iiber Nationalokonomie und Grund- 
lageii dor Marginalprinzipos. Vol. 11. Geld und Credit. Jena: 
Fischer. 1922. M. 52. 

Wolf (Julius). Markkurs, Reparationen und ru.ssiche.s Geschaft. 
Stuttgart : Enke. 1922. Pp. 31. 


French. 

Ansiaux (Maurice). Traite d’fieonoinie politique. Tome deux- 
ieme. Prix et revenus. Paris: Giard. 1923. Pp. 661. 

[The sequel of the volume reviewed.] 

Barnich (George). Comment faire payer rAllernagne. Paris : 
Ferenezi. 1923. Pp. 231. 

Demangeon (Albert). L’Einpire Britannitpie. fitude de Geo- 
graphic Coloniale. Paris. Pp. 280. 

Hoffherr (Rene). JjC Boycottage devant les cours Anglaise.s, 
1901-1923. Paris : Giard. 1923. Pp. ISO. 

Saint LtON (fi. Martin). Histoire des Corporations de Metiers 
• . . Suivie d’une cHude sur revolution de I'ldee corporative De 1791 
a nos jours. Troisieme Edition. Paris : Alcan. 1922. Pp. 876. 

Trisca (Petre). Le cheque son internal ionalisiit ion et son risque 
professioiiel. Paris : Giard. Pp. 290. 

ViALLATfi; (AcHiLiiE). L’impcTialLsmc ^conomicpie. Et les relations 
internationales pendant le dernier demi-sic^cle. Paris : Colin. 1923. 
Fp. 316. 
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Spanish. 

Bernis (Francisco). Coiisequencias economicas de la guerra. 
Madrid : Maestre. 1923. Pp. 388. 

Estrada (V. E.). The Incautation, its True Meaning and Economic 
Functions. Guayaquil : Foyain. 1923. Pp. 24. 

[The word “ inoautation ” as used in Equador expresses the compulsory 
expropriation of all drafts of exchange originating from exports at a rate of 
exchange that is regulated daily by certain defined factors, regard being had 
to the inconvertible currency and other conditions of Equador. Advantages are 
attributed to the system.) 
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SEPTEMBER, 1923 

RICARDO S INGOT PLAN 

A CENTENARY TRIBUTE 

The hundredth anniversary of the death of David Ricardo, 
11th September, 1823, is best commemorated by fresh study of 
his works. His writings on theory are not likely to be forgotten. 
The present pages are a tribute to him as author of a practical 
Plan for the improvement of our system of Currency, a Plan 
which did not remain entirely a theory, but in great part passed 
into law, and may possibly do so again. It did not take hold 
at once and for all time, like ]\Iontague’s plan of Exchequer 
Bills. But it once had fair promise of success in curing a currency 
confusion like our own, and arising, like our own, during and 
after a Great War. 

When Ricardo first printed the Plan in 1811, the suspension 
of cash payments for the Bank's notes had lasted fourteen years. 
Depreciation of the notes, judged by the combined evidence of 
the market price of gold (over against the Mint price) and the 
foreign exchanges, had only become serious in the last four 
years, when its seriousness led to the inquiries of the Bullion 
Committee of the House of Commons in 1810. The Committee 
(“ Horner’s Committee '’) did not include Ricardo, or call him 
as a witness. But his letters “ On the Price of Gold,” in the 
Morning Chronicle of August and September 1809 had brought 
him into notice, and he had followed them up by a tract of which 
the title conveys the drift of the argument : “ The High Price of 
Bullion a Proof of the Depreciation of Bank Notes.” In the 
Preface, dated 9th December, 1809, the writer frankly admits that 
he had taken his cue from Lord King. The book itself is dated 
1810. There is no hint of the Ingot Plan till the fourth edition 
(1811). 

Till then (c. 3rd ed., 1810, p. 50) we read: “The 
remedy which I propose for all the evils in our currency is that 
No. 131.— VOL. xxxiii. u 
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the Bank should gradually decrease the amount of their notes 
ill circulation until they shall have rendered the remainder of 
equal value with the coins which they represent, or, in other 
words, till the prices of gold and silver bullion shall be brought 
dov.n to their Mint price. I am well aware that the total failure 
of paper credit would be attended with the most disastrous 
consequences to the trade and commerce of the country, and 
even its sudden limitation would occasion so much ruin and 
distress that it would be highly inexpedient to have recourse to 
it as the means of restoring our currency to its just and equitable 
value.*’ 

In the fourth edition the foregoing passage is left unaltered ; 
but an A})pendix is added which contains Ricardo's Plan. It is 
just possible that Lord King had again been bc'fore liim. Lord 
King s famous letter to his leaseholders in March 1811 required 
them to pa}' their rents according to old contract, “ in the legal 
gold coin of the realm,” guineas or Portugal gold coin, or “ by a 
payment in Bank paper of a sum suilieient to purchase (at the 
present market price) the weight of standard gohl requisite to 
discharge the rent” (given, e. f/., in Cobbeti, ” J^iper Against 
Cold,” Letter XXV., oth duly, isil, p. 311). His speech in 
the Lords on 2nd July, 1811, defending the letter, was published 
as a pamphlet with an appendix where the equivalent payment 
is described as “ uncoined bullion of the same standard,”^ ” the 
weight of standard gold (if gold coin cannot be easily proeurt'd) 
requisite to discharge his [ the tenant’s | rent or bond debts according 
to tin; spirit of his contracts." (A'pccrZ/cs, ed. by Fortescue, 
1844, pp. 2 .j 0, 258.) 4*he idea may have beeJi “in the air “ • 
the two men, though quite good friends, make no aeknowh dg- 
ments to each other. King a]>plies the idea to private contracts ; 
Ricardo to the whole system of currency. 

The Appendix containing the first mention of Ricardo's 
Plan was under weigh as early as 17th October, 1811, when 
Ricardo writes to Malthiis (Letters, VUl, IX, X, pj). 17-23) about 
the latter’s article of February 1811 in the L'dinburyh llrncw 
(pp. 339-372), “ On the Depreciation of Paper (’urrcncy.” Mai- 
thus had dealt chiefly with the Wheatley-Ricardo theory that 
a relatively redundant currency is the one cause of an unfavour- 
able balance of trade. The fourth edition of Ricardo’s Bullitai 
pamphlet seems to have appeared in January 1812. The 
Appendix now figuring in it is headed “ Observations on some 
passages in an article in the Edinburgh Review on the Depreciation 


* Olfi C 
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of Paiicr Currci'icy ; also Suggestions for securing to the Publie 
a Currency as invariable as Gold with a very moderate supply 
of that metal” (IforZ'.s, MaeCulloehs cd., pp. 291 seq.). After 
replying at great length to the criticisms of his general theory, 
Ricardo comes at last to the problem of tlic Bank — how is 
the Bank to obey the Bullion Committee ^ and pay its 
notes in specie within two years, without causing fresh mis- 
chief? The foreign exchanges had been about la per cent, 
against us; the market price of bcjth gold and silver had been 
about li) per cent, above the Mint price (Bullion C.’s Report, 
pp. 1, 3; ef. 1810, Hist., 120). The notes of the 

Bank, then about £19,000,000 in amount, would therefore need 
reduction by 15 per c(‘nt. to rea(;h par. Ricardo {Lc. p. 300) says 
that the advocates of the Bank, faced with tliis task, represented 
tliat “ caprice or ill will ” might lead the public to demand 
guineas for all the small notes; the country banks with their 
largo issues of small notes would ” go for gold ” to the Bank of 
England, their natural foster-mother, making it harder for the 
Bank to gather togetluT the gold necessary for Resumption. 

Tic 're Ricardo holds out his Ingot Plan. He would require 
the Baidv to i)ay at its option all notes above £20 (and no other) 
either in speeu*, in gold standard bars, or in foreign coin 
(allowance being made for diiTerence in its purity) at the English 
.Alint-value of gold bullion, viz. £3 17 a*. lOld. per [standard] oz., 
such payuKuits to commence at the period recommended by the 
Committee.'’ The country banks must go on paying as before 
in notes of the Bank of England. Tlie Bank might have this 
privilege of ingot payments for three or hair years. 'Thereafter 
indeed, if the plan worked well, it might be made permanent. 

Under this plan (says Ricardo) the currency could never be 
depreciated, since “ an ounce of standard gold and £3 17.9. lOid. 
would be uniformly of the same value.’’ Holders of small notes 
could only change them by jiresenting £20 of them at a time, 
and even then receive only ” bullion and not specie.” Guineas 
could only be got when this bullion was coined at the Mint, a 
process taking time and therefore usefully deterrent. There 
Would no longer be a wasteful alternation of coining and melting. 
If it is urged that this makes it too easy to get bullion, the answer 
is that it was just as easy before 1797 and must be under any 
system, when the case requires gold. ” An unfavourable ex- 
change can be corrected only by an exportation of goods, by the 

' In their Report of 20th Juno, 1810, not given to the public till Septembtr. 
See Ann. Register, 1810, Higt., pp. 127, 129, 151. 
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transniisf^ioH of bullion, or by a reduction in the amount of the 
paper circulation (/.c. 301). The Plan seems “ to unite all the 
advantages of every system of banking which has been hitherto 
adopted in Europe.” In some respects it resembles the plan 
of the deposit Banks of Amsterdam and Hamburg, Our 
Bank, while always selling at the Mint price, might, like those 
banks, have also a fixed purchase price, fixed a little below the 
Mint price ; and it could discourage demands for gold by keeping 
down the issues of paper. 

Unlike tlicsc deposit Banks [whose dej^osits were of bullion], 
it docs not need to have as much bullion as there arc credits for 
bank money. “ In our Bank there would be an amount of bank 
money, under tlic name of bank-notes, as great as the demands 
of commerce could lequire ; at the same time there would not be 
more inactive capital in the Bank colTers tlian the fund which 
the Bank should think it necessary to keep in bullion to answer 
those demands which might occasionally be made upon them.” 

“ The tx'rfection of banking is to enable a country by means 
of a paper currency (always retaining its standard value) to 
carry on its circulation with the least 2 )ossibIe quantity of coin 
or bullion; this is just what this plan would eficct. And with a 
silver coinage, on just principles, we should possess the most 
economical and the most invariable currency in the w^orld " 
(/.c. 301). 

It remains to be considered how' far this first form of the Ingot 
Plan dilTers (a) from that in the “ Economical and Secure Cur- 
rency,” 1810, {h) from that in the Evidence before the Secret 
Committee of 1810 and in the CVmimittee's Keport, (c) from tlic 
actual law of 1810, and (d) from the “ Plan for the Establishment 
of a National Bank ” (iniblished 1824). 

The Plan attracted little or no attention till it was made the 
leading subject of a separate pamphlet (1810) ; “ Proposals for 
an Economical and Secure Currency, with Observations on iho. 
Profits of the Bank of England as they regard the Public and the 
Proprietors of Bank Stock.” Ricardo showed his manuscript 
to Malthus in 1815 (f.ellers lo Mallhia^, 17th October, 1815, 
pp. 100, 101), and did not convert him all at once.' Incidentally 
Ricardo agrees with Malthus that “ on the whole silver would he 
a better standard than gold, particularly if [as in the Plan] 
I^aper only were used. All objections against its greater bulk 
would be removed.” James Mill (writes Ricardo to Malthus, 
24th December, 1815) had recommended publication, with the 

* Seo LtUtt8 lo Malthus^ p. 1G7, note, for tho tventuiil conversion, 1820. 
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addition of an Introduction and a division into sections. The 
tract so improved scorns to have appeared at the end of January 

1816, some months before the first moving of the Coinage Act, 
which was not passed till 21st June. It seems to have sold well 
(Letters to MaUhis, pp. 108, 110, 112). Its conclusions, in the 
shape of a long extract, were duly incorporated in the Principles 
of Political Economy and Taxation when that book reached a 
second edition in 1819. The first had appeared in the spring of 

1817, and had a bare hint of the Plan (p. 507). The second had 
“ nothing new in it, as I have not had the courage to recast it,” 
the author writes to J. B. Say, lllh January, 1820 (see Letters 
to Malthas, p. 166). But it certainly lays more emphasis on the 
Plan. 

The proposal in the tract of 1816 is more specific than in the 
Appendix of 1811, £3 17.s\ being suggested as the purchase price 
for gold at the Bank and not less than 20 ounces to be taken 
or given. The figures arc arbitrary — “ only to elucidate the 
principle” (Economical and Secure Currency, 3rd ed., p. 26; 
Works, p. 216). There arc some additional arguments. The 
Plan would save loss by friction (3rd cd., p. 31 ; ITorl'.s', p. 407). 
It may be applied to either gold or silver, whichever is the dc 
jacto standard ; silver is preferable, as st(*adier in its value (3rd 
ed., p. 21; ITorlvs*, p. 403), The Bank should have the option 
in which metal to pay (\h. 27 ; 405). While a standard is used, 
wc arc subject to only such a variation in the value of money as 
the standard itself is subject to; but against such variation there 
is no possible remedy ” (ib, 19; 402). It is a d(‘lusion to believe 
that we can measure by “ the mass of commodities ” without a 
specific standard^ (ib, 14, 15; 400, 401). 

There is a fre.sh suggestion ; dividend warrants of the National 
Debt might be made legal tender for taxes, to overcome the rush 
for money at the time of quarterly payments (ib. 38 seq.\ 411). 
This is merely an extension to Government of an economy familiar 
in the City (ib.), Bicardo is perfectly aware “ of the extent to 
which coin has been already economised ^ by checks,* notes 
and bills {ib. 12, 13 ; 399). He thinks that the use of the precious 
metals as money was a great step in civilisation, but ” it would 

* Cp. Tabular standard (now Index-number) of Shuekburgh Evelyn, applauded 
ky Wheatley. 

* So ovon in Bullion tract, ITorit#, p. 282, “ thiily improvementa.” Cf. 358, 
''^horo Bosanquet is justly praised for his description of tlu’m. 

* Because of this, ho says, wo eannot jtidgo of redundancy of note.s by absolute 
ftrnounts of issues (Bullion, Works, p. 282); ono note makes many payments. 

‘ So spelt in England then, ns in America now. 
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be another improvement to banish them again ” in our times of 
greater enlightenment {ib, 24, 25; 404). But there are times 
when credit collapses and money is wanted ; if we supi)Iy the 
want, especially for the smaller payments, by the cheap medium 
of paper instead of the dear one of gold, we enable the country 
“ to deriv e all the prolit which may be obtained by tlie productive 
employment of a capital to that amount ” (ib. 32; 407), and we 
av'oid the disturbance of the market and the currency. A 
properly supported paper currency haves the bullion marke t 
unalTectcd (ib. 11, 13; 309, 400). 

Ricardo w^as a witness before the Commons Select Comm Hit e 
on the Usury Laws on 30th Aiwil, 1S18. As we might expect, 
he was on ])rineiplo against those laws, and thought, besides, 
they w^re evaded on all hands, the real market rate disregardiiig 
them. Asked what was his criterion of the market rate (Qu. 43), 
he found it in “ the prices of public securities and the facility of 
raising money fur short periods," but not in the price of (Jovern- 
ment securities, where political uncertainties entered (44). Ex- 
chequer bills were a better criterion (40). Discounts w'cre not so 
good, because of the Usury laws (47), Suppose, however, the case 
where interest is below the legal rate ; “ the discount givcji on a bill 
is a very good criterion of the market rate of interest " (48). TIk; 
market rate of interest for money (U'pends on the proportion 
between the [claims of the] borrower and the lender of capital 
without reference to the quantity or value of the currency l>y 
w4nch the transactions of the country are earrual on " (53). 

The existence of the Usury laws may explain why the Bank 
Rate as a controller of the demand for gold does not ligurc in 
these discussions of a century ago. The Bank might not (though 
Government might) go beyond 5 per cent. There is a bare nu in 
lion of discounts of bills in Krunomkal ard Secure Currcucf/ 
(3rd cd., p. 38; Works, p. 31u). We are not in the atinosphen* 
of tlie modern City of Jjondon. 

In a letter to MacCullocli (7th Ajuil, 1819, p. 22) Ricardo 
his Plan “ might have slumbered or have been forgotten " but 
for an article of Mac(>ulloch\s in the Kdinhurgh Ixtrlcw (of De- 
cember 1818) which said more in its favour tlian its own author 
had been able to say. This was ])olite exaggeration ; but when 
Secret Committees of both Ifouses iiujuired into the “ expe diency 
of the Resumption of Cash Payments at the Period now fixed 
by Law," viz. 5th of July, 1819, Ricardo, now M.P. for Port- 
arlington, was a principal witness and his Plan was well kiuAvn 
to all concerned, lie was twice before the Lords’ Committee 
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(24th and 26th March). In a proceeding by question and answer 
we might look for the raciness of a Platonic dialogue in contrast 
with the dry seriousness of a treatise on Political Economy. 
There is not much playfulness ; Ricardo still talks like a book. 
The questions may sometimes have been collusive. We have 
not, as in the Bullion inquiry of 1810, the advantage of knowing 
tlie questioners; we can see for ourselves that they arc con- 
stantly changing. But (to say nothing of Peel, C’anning, and 
Mackintosh) Grenfell and Iluskisson were there ; ^ and were 
likely to bring out the strength of the Plan by leading questions. 

Among tlic witnesses, Alexander Baring came out frankly 
for the whole Plan ; Tooko and Thornton accepted it with 
reservations. 

A brief memorandum ^ had been circulated among the Com- 
mittee giving the proposal in the following six heads : 

“1. That the Bank should be subjected to the Delivery of 
uncoined Gold or Silver at the Mint Standard and Price, in 
Exchange for their Notes, instead of the Delivery of Coin. 

“ 2. That the Bank shoidd also be obliged to give their 
Paper in Exchange for Standard (Jold or Silver, at fixed Prices, 
taken somewhat below the Mint Price. 

“ 3. That the Quantity of Gold or Silver to be so demanded 
in Exchange for Paper at the Jhink, and the Quantity to bo so 
sold to the r>ank, sh.oukl be limited, not to go below a fixed 
mount. 

“ 4. That tlie most perfect Liberty should he given at the 
same Time to export and import every Description of Bullion. 

“ 5. That the Mint should continue open to the Public for 
the Coinage of (iold Money. 

“ G. That the same Privilege of paying Notes in Bullion 
should either be extended to the Country Banks, or that the 
Bank of England Notes (tluir Value being thus secured) should 
be maile a legal Tender.” 

Ricardo’s evidejice is a conimeiitary on this text. He would 
” give the Bank the option of paying its notes on demand in 
gold bullion or in coin at the Mint price of £3 17;?. lOl^d., at the 
same time requiring of them to purchase standard gold at the 
price of £3 ITtV. C)d. to any extent (reprint of 1814, p. 186, Qu. and 
Ans. 21). Asked why this is better tlian sim 2 )le resuiniition, he 

' Tho list is ill Arui. Evgistcr, 1810, p. [33]. 

* Soo Baring’s ovidi'non, p. 131 (of reprint 1814) lOtli Question UiT. 

8eo also ex-Director Haldiinand's version of tho l*l«n in Appendix 04, p. 4-7, 
of reprint 1844. 
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says, “ it would exempt the Bank from providing a quantity of 
gold necessary to replace all the smaller notes which are now 
circulated in London and the Country. Secondly, it would 
obtain for the Bank, and therefore for the Nation, all the advan- 
tages which a capital equal to the amount of all the small notes 
would produce ” (ib., Qu. and Ans. 22). “ I would limit the 

obligation on the part of the Bank to notes of £50, £C0, or £600 
value, or to a number of small notes amounting in the whole 
to such a sum. The object I have in view is to regulate the 
value of currency by having an effect ive control over its quantit 3 \ 
I have no preference for any sums I have stated, provided they 
may not be too small ” (?6. 23). 

The requirement (he says) as to purchase of gold is not essential 
to the Plan ; the purchase might be left to (lovernmcnt or the 
Mint; but his own plan is more economical, even of time (ib, 
24, Qu. 30), and it makes gold coin unnecessary. “ The object 
of my Plan would be most completely effected by there being 
no gold coin in circulation (ib. 29). Asked what the saving 
would be as compared with simple resumption, he admitted 
there would be as much s/iving if the Public continued to use 
small notes for small ])ayments (ib. 25), a very uncertain eontin- 
gcncy, If the Bank were to limit their circulation till tlay 
had raised the value of their notes to an equality with the value 
of bullion, it would perhaps be necessary or they might think 
it prudent to provide a suflieient quantity of coin against the 
extreme case of their being called upon to replace all the small 
circulation of the town and country with coin, if Cash Payments 
be resumed on the old Plan. On my Plan no such provision of 
cither coin or bullion to rcj)lace small not(‘S would be necessary. 
In the first case [simple resumption], an amount of fiftidi 
millions might probably be required, merely for the purpose ot 
answering the smaller notes, and a further reserve of coin fur 
larger Jiotes (ib. 27). According to his own plan, “ a resi rve of 
three millions would under good management be amply sufficieiic 
upon a supposition of twent^^-four millions of Bank of England 
notes in circulation ” {ib, 28). 

The answer to Question 35 is really an emphatic assent to 
the Coinage Act and the final adoxjtion of gold monometallic ni 
in the English s}^stem of currency. He had (as has been said) 
once favoured silver monometallism, but now frankly recants. 
“ My only reason for preferring one metal to another is its being 
less variable in value. I had at one time thought silver would 
be less variable; but, having heard that machinery is partieu- 
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larly applicable to the working of silver mines and cannot bo 
applied ^ to increase the quantity of gold, I now think that gold 
is the more invariable metal ” (i6. 36). But if it had been desired, 
his Plan could have been worked out with silver as the standard 
(ih, 42). 

Asked {ih. 45) if the Mint (/. e. the Government and not the 
Bank) would not be the better agent for the supply of gold coin 
when demanded, the Mint to keep a stock of coin ready, he 
agreed this might be an improvement. 

When the questioner (probably Grenfell) asked if the Bank 
would not gain too much by the resumption of cash payments 
on his Plan, providing fifteen millions less of gold, he answered 
that their gain was also a public gain ; to buy gold unnecessarily 
is to waste the goods that buy it; wc might as well throw them 
into the sea ! The gold would bo “ a dead stock without 
advantage or profit ” {ih. 56 to 62).“'^ 

The question before the Committee was not abstract ; it was 
what should be done then and there. Accordingly the second 
day's examination (2Gth March) begins with the question of the 
moment : Js there to be Resumption as early ns the date fixed 
]>y the last act of suspension r28th May, 1818], tlie 5th of 
July in the current year? Ricardo thinks the way already “ in 
a great degree ” prepared, and the date might be kept (p. 196, 
Qu. 77). But payment of the notes shoiild begin at the maiket 
pi ice of gold Isay four 2 )ounds in pa|xr for an ounce of standard 
gold], and come down, by stated ste])s of tW. at stated periods, 
to the Mint price of £3 17,v, 10 Jf/. (Qu. 78, 119). What the witness 
most wants to avoid is a relai)se of the Bank into over-issues and 
greater depreciation than the iwesent. Once the Bank begins 
with the market price, whether it goes on with the scale or not, 
and whether or not it keeps a fixed relation between the jirice of 
sale and the price of luirehase, we have a security against relapse, 
and an oi)portunity of parliamentary control. The Bank might 
he allowed to go on faster than the scale, but not to go back at 
all (78, 79, 82, 90, 110, 131). The descent to the Mint price 
might take a year, but miglit quite well be made in January 
1820 (83). The fall in prices of goods, keeping jxice with the 
descending price of gold, would be 4 per cent., by no means the 
greatest change within a space of six months, in our last eight 
years' experience (81, 84, 124). 

' A hundred years ago. 

* Tliero follows an interesting theoretical discussion on Capital and Credit 
{ib. 63-76). So, later, on Speculation (97 Bq.). 
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The prices of goods fall quite as soon, from a reduction of 
})nj)cr, as the price of gold falls. If the response of both turns 
out to be less in proportion than the reduction of the paper, 
the paper will need a less reduction (124). Tlic effect on present 
trade of the existence of the Committee has been a suspension of 
commercial transactions till the result should be known ; this 
suspension is equal to a certain contraction of issues. But 
whether prices will rise or not after the Committee’s decision 
will depend on the nature of that decision (129). What if the 
Bank reduce too far, say by another three millions ? — Bullioji 
and goods might then fall 8 or 10 per cent. ; but such a reduction 
is impossible if the Mint is open and the Bank bound to pay 
notes for gold at £3 17.s. (id. (125). 

AVould not the Bank raise the price of bullion [against itself | 
by laying up, as it might conceivably do, a cc nsiderable store (d 
gold for the day of resumption ?— If the Bank know the tiuc 
principles of currency [as in the Plan] it v. ill .see there is no need 
for large purchases (128). So loo a luii on the Bank, as being 
the only market for bullion at a fixed price, would be “ limited 
by the amount of their notes, lu'cause it is with thtir notes only 
that the bullion could be purchased. 'J'he dimimition of tlu' 
quantity of bank-notes would increase their vaiiu‘ and would 
consequently stop the demand f<jr bullion, in this respect v.c 
should be in the same situation that we \V( le previous to 1797 ; 
the only dilTerenco would be that we could ihoji demand Coin, 
and now we should demand Bullion; as ai ticks of commeicc 
they may be considered as the same ’* (135). In case of a run, 
“ bullion could be drawn out of the Bajdv in a shoiter space; 
time than an equal amount of coin, as there wtiuld he no niccs.^iiy 
for counting” (130). 

Ricardo admits that there is no system of banking which 
can provide against a panic, and tliat dcmaiuls for bullion could 
conceivably come upon the Bank so fast and furiously tliat 
tJie safeguard of diminisJjing the iiotcs could not be ado])<cd 
in time; but we should be no W'ur.se off than in 17t»7; and (here 
would be less eagerness to demand bullion than coin (137, 
138). 

A country which adopts the new Plan is j ro tatiio richer than 
one which does not (92). The question is asked, howevd*, 
whether, if all or most countries adopted it, tliero would not he 
a less demand hjr bullion all over the world, and therefore a 
lower value of the currency, and therefore a range of higher 
prices. Ricardo thinks that at first the value of gold woukl ho 
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lowered as stated, but not ultimately, for its value depends on 
its cost, and that is unalTcctcd by the Plan (93). 

We may close the Evidence at this point. It will be noted 
(hat the only order followed in the questions seems to have been 
the order in which the questioners eauglit the chairman’s eye. 

Ricardo had converted the Committee. Their second report 
proposes his Plan with very few changes.^ The resumption is 
to be in bullion, on 1st December, 1819, or at latest 1st February, 

1820. The notes to be so paid must amount to not less than the 
value of CO ounces standard, on a scale beginning with £4 l 5 . 
23er oz., descending on 1st November, 1820, to £3 195. Gd., not 
again to be raised, and to the Mint xnice £3 175. lO^d. on 1st May, 

1821, though then in amounts equal to at least 30 ounces. For 
two years after this last date, the i)aynient is to be in bullion 
only; and Parliament is to give the Bank a year's notice, on a 
date not sooner than 1st May, 1822, when it requires pajmient to 
be in coin. The Committee recommend the Plan as a temporary 
measure, as, in fact, the best present means for restoring the 
(jurrency to its old standard of metallic value at least as soon as 
the dates given (p. 20). They s 2 )eak hesitatingly about the future 
of small notes, in respect of th(*ir liability to be counterfeited 
(p. 21). They recommend tlu? repeal of the Jaws against melting 
and exxx)rtati()n of coin. They see no ground to apxnehend 
that the iircsent regulations respecting the Silver coinage, so 
long as such silver coin shall not be a legal tender beyond the 
aniount of forty shillings and the Mint shall not be open to the 
public for the coinage of that metal, will oi)i)oso any obstacle to 
the successful execution of the Plan which they have ventured 
to recommend (23). 

Peel moved 2 the Resolutions for Resumption in accordance 
with this rex)ort; aiul, with some changes, tlicy were duly 
embodied in a Bill, and jiassed into law on 2nd didy, 1819. The 
parts of the text most im])ortant for our j>resent purpose will be 
found below.-'* The ehajiges are for the most j^art in the direction 
of leniency. Payments in bullion of £4 In. are to begin in October 
1820 instead of February, and payments at the Mint x)rice on 
May 1823 instead of May 1821. The Committee's stex^s are kept; 
but the limit of amount is made GO throughout instead of GO 
for the first two and 30 ounces for the last stej). 

' 8eo bolow, Ap])('nclix I. 

* On 24lh May, in tho spei'i’h which dcHinMl tlic Pound n certain weight of 
gold bullion. Soo 8iimrt’H ICcouoviic Atifuih, p. OiU, lOlU. 

® Appendix II. 
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The Plan was adopted as a useful brake before Resumption.^ 
To Ricardo it was much more : “I never wisli to sec any other 
[than a paper system instead of coin] established in this country ** 
(To Sinclair in Letters to Trotver, 11th May, 1820, p. 110). Sheffield 
hears that there is general bewilderment, especially in the West 
of England; for himself he thinks that not one person in ten 
thousand will comprehend the new measure {Life of Colchester, 
Vol. ITT. p. 77, date 19th May, 1819). Tooke says in his Letter 
to Grenville, 2 1829, that between the passing of the Act and 
August 1820 “ not one of the ingots provided by the Bank and 
which the holders of bank-notes were entitled to demand at the 
rate of £4 2s. per ounce [stc\ was called for as a matter of business, 
although it is said that one or tw'o wTre applied for as a matter 
of curiosity.” Tic believes Peel’s Bill ” was wholly inoperative 
in producing a contraction of the paper circulation. Yet the 
Bank itself had not been entirely unfavourable.'* Tn a “ repre- 
sentation ” addressed to the Chancellor of the h]xche(pier on 20th 
May, 1819 (printed as an Appendix to Ricardo’s tract On Pro- 
tection to AgricjiUnre, 1822), the Directors deal fairly with the 
whole measure, including the Ingot Plan, and remind the Govern- 
ment that they have already submitted to the House of Lords 
the expediency of the Bank paying its notes in bullion at the 
market price of the day with a view^ of seeing lunv far favourable 
commercial balances may operate in restoring the former order 
of things, of wdiich they might take advantage ; and with a 
similar view they have proposed that Government should repay 
the Bank a considerable part of the sums that have been advanced 
upon Exchequer bills.” (It.’s Works, p. 49G.) There is no sign 
that they did not give the Plan a fair trial. What they disliked 
was the new responsibility (as they thought it) thrown on them 
to take care of the national currency and deal in bullion when 
they conceived tlicir “ peculiar and appropriate duty ” to be 
the management of their Banking establishment and the National 
Debt (ih.), 

Ricardo had reckoned the Act “ the triumph of science 
and truth in the great councils of the Nation,” and his satisfac- 
tion (Letter toTrow'cr, July 8, 1819, p. 78) w^as increased by the 
course of the bullion market and exchanges. “ Gold is, I believe, 
at £3 18^. per ounce, silver at the Mint price, and the exchanges 
very nearly at par. I’he best friends of the measures lately 

1 Second Report of Committee, pp. 15, 16. 

* On the Effects ascribed to the Resumption of Cash Payments on the value of 
the Currency (Murray), 1829, pp. 8, 15. 

* Comparo Colchester, l.c., p. 76. 
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adopted could not have anticipated less pressure than what has 
been hitherto experienced.” “ Our opponents, including Lauder- 
dale, can only say we have had great good luck and it cannot 
last ” (ib.). “ I do not deny that the public has suffered much 

pressure from the limitation of circulation,” but this had begun 
before the meeting of the Committee, ('fo Sinclair as supra ^ 
1 10). “ It was without any legislation that the currency from 1813 
to 1819 became an increased value [sic] and within 5 per cent, 
of the value of gold ; it was in this state of things and not with a 
currency depreciated 30 per cent, that I advised a recurrence 
to the old standard” (To Wheatley, 18th September, 1821, in 
the Letters to Trower, p. IGO). “ Every ill which befalls the country 
is by some ascribed to Peers Bill, and Peel’s Bill is as invariably 
ascribed to me. The whole fall in the' value (ff corn and cattle 
is by such persons said to be merely nominal ; these things, they 
say, have not in fact fallen- it is money which has risen; they 
will not hear of a variation in the value of money of 10 per cent., 
which 1 am veiy willing to allow them, nor will they listen to my 
defence of myself against their unjust accusation. I proposed 
a scheme by the adoption of Avhieh there would not have been a 
demand for one ounce of gold, either on the part of the Bank 
or of anyone else, and another is adopted by which both the 
Bank and individuals are obliged to demand a great quantity 
of gold, and 1 am held responsible for the eojisequences. If 1 
had been a bank director, and had had the jnanagement of this 
currency question, I maintain that I could have reverted to a 
metallic standard by raising money (only) 5 ])er cent. ; I do not 
say that having a metallic standard 1 could protect it from the 
usual fluctuations to which standards have at all times been 
subject” (To Trower, 11th December, 1821, pp. 168-9.). 

The Tract On Protection to Agriculture, written early in 1822, 
after the author had himself sat on an Agricultural Committee, 
contains a section (V.) where lie makes his public and i)robably 
best known defence (iror/i*6% p. 455 scjj.) : ‘‘ On the Effect pro- 
duced on the Price of Corn by IMr. Peel's Bill for restoring the 
Ancient Standard.” lie gives a full sketch of the fortunes of 
the Plan, with less than his usual urbanity. He makes light of 
the Bank’s fear of forgeries as an excuse for its proceedings in 
1821 ; and ho agrees with Tooke in thinking the said proceedings 
have added 5 per cent, to the value of the currenc}^ making what 
we should now call an “ appreciation ” of 10 instead of 5 per 
cent, to be faced on Besumxition (468 71, cf. 490-1). 

In private he was by turns calm and angry. “ If Cobbett’s 
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recommendation [‘ There is al)soluiely no safety but in hoard- 
ing ’] should again endanger the safety of the Bank of England 
in consequence of an extensive practice of hoarding sovereigns, 
which I by no means apprehend, it might become necessary to 
adopt the Ingot Plan of payment once more. I should, how- 
ever, be very sorry if the present system were not persevered in 
as long as it was practicable.” Huskisson’s influence will be 
good (To Trower, 5th March, 1S22, p. 182). 

To MaeC^illoeh he had written on the subject at greater 
length, for MacCulloeli had taken up his cause much more warmly 
than his other correspondents, lie writes to MacCulloch on 
8th May, 1810,^ tliat the (^)mmittee Iiad changed his Plan (1) 
in assigning the bars to the Mint instead of the Bank, (2) in 
fixing the Resumption in 1823 instead of 1820. “ Perhaps in 

both instances they have done right, for, the Bank persisting 
in the most determined opposition to them, they were under 
tlic necessity of having the bullion stamped that it might 
be legally called money of a large denomination, and that the 
Bank might not raise a clamour against them for having imposed 
upon that corporation the obligation of paying in bullion, from 
which they said their charter prote<;ted them.” They had 
also to encounter popular prejudice. It is possible if the Plan 
works well for the next five yt'ars that the Bank tliemselves will 
be ill favour of it as a permanent s^^stem. On 22ndJune, 1819,- 
he writes again to MacCulloch. “ There is a disposition among 
many of the best informed of tlio two Committees to adopt my 
Plan of currency as a permanent regulation,” but they think it 
will have better supiiort after a few years’ trial. Ricardo agrees ; 
and only objects to the Bill just passed because it will oblige 
the Bank to buy gold and prcjiarc for payments in coin that 
may never be necessary. Later, in the letter of 3rd January, 
1822,® he refers to the cliargc of Cobbett and others that he had 
wrongly described the effects of the Resumption as only altering 
prices 4 or 5 per cent. They forget he was speaking of his own 
Plan, which would not have called for the use of gold ; as it is, 
the Bank have made large purchases, and so made it harder 
to effect Resumption. We “ had a right to expect that the Bank 
would make no preparation for si)ccie payments till 1822, one 
year before the period fixed ; and I for one flattered myself that, 
if from 1819 to 1822 it were found that the system of bullion 
payments wms a safe and easy one, specie 2 )aymcnts would be still 
further deferred; but the Bank had strong prejudices against 

^ Litb rs io MdcCuUorhf p. 27. “ l.c. pp. 30, 31. ® /.c. p- 119* 
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the Plan, and immediately commenced purchasing bullion and 
coining money, and were absolutely forced to come to the legisla- 
ture for permission last year to pay in specie, as they had accu- 
mulated a large quantity of coin.” Parliament could hardly 
deny them, for the mischief had been done. Tooke ^ quotes 
the remark of a bank director that tlic Bank was quite passive, 
simply taking what was brought to it. 

Parliament did not refuse. By tlic Act of 7th May, 1821,- 
“ making further provision for the gradual resumption of pay- 
ments in cash by the Ihink of England,” the Bank was allowed 
to pay in coin or in ingots as it pleased. Payment in ingots or 
bars of fiO ounces was i)ennitted till the 1st day of May, 1823. 
To all intents the bais and ingots pass out of the currency 
system, unless it be in the credit entry of the Issue Department, 
“ CJold coin and bullion.” 

The Bank resumed cash payments in 1821, beginning with 
the One Pound and Two Pound notes, wdiieh tlic Plan would not 
have made payable in metal at all. 

Mact’ulloch writes in his article “ ]\Ioney ” in the Supplement 
to the Kncyclopdilia Hrltannica,^ that it was just those small 
notes that wi’eckcd the scheme ; they were poorly designed and 
engraved, therefore easily forged. “ In practice Mr. Ricardo’s 
plan W'orked extremely well. While the over-issue of paper 
was effectual ly prevented, only a very few' bars were demanded 
from the Bank, and it was generally supposed that, instead of 
its tipcration being thus prematurely checked [by the proceed- 
ings of the Bank in 1821 J, it w'ould have been rendered perpetual, 
and the farther circulation of gold coins prevented.” 

It is not clear why the temptation to forgery should be in- 
creased bj^ this new kind of inconvertibility ; forgery had increased 
under Restriction in any case (MacCulloch, he., 510). Ricardo 
whites to Trow'cr on 2nd March, 1821 : “I am sorry that no 
security can bo found against the forging of bank-notes; the 
recalling of the one -pound notes cannot fail to enhance the value 
of the currency.” As a matter of fact the Society of Arts had 
held an inquiry of experts on the Forgery of Bank Notes, in 
1819, the very year of Peels Act. Its Report declared the 
f(\isibility of almost unforgeablc notes (Report, Adelphi, 1819, 
p. 10), such as the Irish notes had indeed proved to bo (Resump- 

' Tooko, Prices, ii. 100, 108. 

* Sco Apj)ondix IJT. to this nrticlo. Tho privilogo of Logal Tender was not 
pxprossly given till 1833. Spo infra (Appendix IV.). 

* Suppk'incnt (to tho 4th and 5th cds.), publ. 1822, Sco Letters to Malthus, 
p. 125. Tho quotations hero aro from tho reissue of 1824, Vol. V. pp. 508-512. 
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tion Committee, Seeond lleport, p. 21). Lauderdale’s view that 
the Plan might tempt to the forging of silver coin was not taken 
very seriously in view of the limit of 40i\ (Lauderdale, Protests 
of the Loi'dsj 1819, p. 16), any more than a later fancy (1826) 
that the substitution of sovereigns for small notes would increase 
highway robbery.^ 

Yet MacCulloch (Suppl. 510) plainly considers that it was 
the forgery that arrested the Plan ; he points to the general belief 
that forgery could best be prevented by the suppression of the 
Bank’s small notes, lie would himself be content if the Bank 
took care to improve its notes : “ If this were done and the notes 
of the country banks made payable in Bank of England paper, 
and the paper of the Bank of ICngland in gold bars exclusively, 
the issue of gold coin would be quite superfluous.” - But neither 
in 1821 nor in 1826 was the public sufficiently educated to think 
of bars as part of their system of currency. 

The judgment of Professor Foxwell, the most learned of our 
living authorities on currency, is that “ much grave currency 
trouble might have been spared to our own times if the Bank had 
given a more favourable consideration to the currency proposals 
of Alexander Baring and Ricardo. But here again the directors 
might plead that they were hardly free agents; the political 
situation was dominated by Cobbett, whose hostility to the scheme 
is well known.” ^ 

Cobbett {Pol. Peg., May 20, 1820, addressed to Baring) 
writes tauntingly ; “ You intended to make bullion-payments 
perpetual instead (d coin, a plan of your Honourable Friend, 
Mr. Ricardo, for which the country was infinitely indebted to 
him ” (p. 695). “ All that it can do is to make the misery per 
petual. That is all” (699). “ Your project is essentially a per 
petual paj^er-project ” (ibid.). “ You disclaim the honour oi 
having invented this scheme, and generously ascribe it to your 
Honourable Friend, Mr. Ricardo,” the author of “ another plan ” 
to pay off the Debt, disliked by Cobbett (700). 

The Bank, though not a representative institution, was no 
doubt too often inclined to follow where it ought to have led; 
but it might be thought more sensitive to the opinion of the 


^ Thirty Years' Peace (1849), I. .302 (Book II. ch. viii.). See Malachi 
Malagrowther Letter II. on the Act of 1820. 

* Edinburgh Review, “ Fluctuations in the Supply and Value of Money, 
February 1826, p. 290. The authorship is assumed. 

• Preface to Andreades’ History oj the Bank oj England (King, 1909), p. 

The History makes bare mention of the Plan, pp. 238, 239. 
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City than of the unenfranchised multitude which Cobbett 
professed to lead. 

The Plan did not at least founder on details. Yet whether 
the limit (60 ounces) was too low is a question of detail 
that comes near to being a question of principle ; the aim 
of the Plan is to avoid small payments. MacCuIloch thinks 
500 or even 1000 ounces should have been the limit. The whole 
demand would then have been from “ the bullion merchants, a 
class of men remarkable for their shrewdness and generally 
possessed of large capitals ” (EncycL Brti., l.c. p. 509). This 
would have confirmed the view of Mr. Page (Evidence before 
Resumption Committee, p. 158), that the Plan left the rich with 
the gold and the poor with the silver. JMr. J. L. Goldsmid, of 
Mocattaand Goldsmid (Evidence, p. 258), says that tlic usual bars 
of silver are of £150 value, of gold £700. There is little regard paid 
by the Committees either of 1810 or of 1819 to “ industrial uses,” 
for w'hich bars WHJuld usually be smaller. The commonest size 
in tlie twentieth century would be fiom 300 to 500 ounces for 
international business; Refineries could produce them at any 
size wanted for industry. 

It is unfortunate but not surprising that neither at the Bank 
nor at the Royal Mint nor at the British Museum is there any 
sample of the Ricardian bars. JSixty ounces of gold, with no 
** artistic merit ” superadded, arc a costly curiosity. 

The Ingot Plan still remains to be tried as Ricardo drafted it. 
In his posthumous “ Plan for the Establisliment of a National 
Bank,” 1824, his 12th Regidation provides that the State Com- 
missioners (who in the scheme are an Issue Department, entirely 
superseding the Bank) shall at all times give notes for amounts 
of gold over 100 ounces at £3 IT*-. Gd., and sell gold at £3 17.s\ 9d., 
increasing their issues when the price inclines to £3 17is\ 6cL and 
lessening them when it inclines to £3 17**. 9d. Tlie transactions 
would be very few. There ought to be a store of gold occasionally 
to correct the exchanges with foreign countries, by the exportation 
of gold as well as by the reduction of the amount of paper ” 
(Works, pp. 508, 510, 511). The 13th regulation obliges the 
Commissioners to pay their notes on demand in gold coin (p. 511). 
London is to control the provinces, where tliere is to be no 
obligation to pay gold except through London and at the pur- 
chaser’s expense (p. 510). “ If the circulation of London should 

be redundant, it will show itself by the increased price of bullion 
and the fall in the foreign exchanges, precisely as a redundancy 
is now shown,” and the remedy is, as now, a reduction in the notes, 
No. 131. — VOL. xxxiir. ^ 
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either “ by tlic sale of Exchequer bills in the market and the 
cancelling of the paper money whicli is obtained for them, or by 
giving gold in exchange for the paper, cancelling the paper as 
before and exporting the gold.” The exporting will be done 
through the merchants, '' who never fail to find gold the most 
profitable remittance when the paper money is redundant.” 
In the contrary case, when London has too small a circulation, 
the remedy is either to buy Government securities with new notes, 
or to import gold bullion with new mites, created ad hoCy this last 
again through the merchants, “ as gold never fails to be a profit- 
able article of import when the amount of currency is deficient ” 
(ib. p. 512). 

Ricardo seems to confess that the English fondness for gold 
coin has been too strong for him. In his ideal Bank, coin is 
reduced to a minimum, but it is still there ; and the ingots arc not 
wliat they were even in 1819. They left no successors. Sucli 
makeshifts as the Californian ingots or the rough gold pieces of 
Trinidad, British Columbia, or Adelaide are no parallel. They 
are at the bottom of the scale, not at the top of it.' They 
represent a half-grown coinage, not something higher than coinage 
itself. Ricardo had no idea of making his ingots mascpieradc as 
coins, “ money of a larger denomination,” in the common meaning 
of the words. His complete Plan was to be the euthanasia of 
metal currency. 

There was never a total oblivion of the Plan. Laudatur 
et alget. John Eullarton (Regulation of the Currency y 1844) 
speaks of it with respect, though he thinks his own on the sanK* 
lines is better. He fancies in civil war or invasion the Plan wouM 
leave us “ without any valuable currency whatever ” (lx. 219). 
But Ricardo did not propose to send all gold out of the country. 
Andrew Coventry, speaking before the Royal Society of Edin- 
burgh in January 1870 on “/I Method ol Kconomiaing our Cur- 
rency y'' ^ did not indeed adopt the Plan siinpUcder as his method, 
but illustrated his own by means of Ricardo’s, and sugg(‘stcd 
that “ bars of 20 sovereigns’ weight and upwards might safely 
supi)lant sovenugns altogether, and then all gold coinage 
would cease, to the great profit of the country.” “ It is not 
new to propose the use of g(ild bars. We owe it to Mr. 
Ricardo.” 

Professor Marshall’s Symmetallism, expounded before the 

* Sycoe silver ingots and trade bars aro indeed not used in mere default of 
coin ; but they aro not part of a system of money. 

* Pumplilet, Edinburg}), Dougins, lS70, pp. 5, 0, 10 



1923] 


Ricardo’s ingot plan 


299 


Cold and Silver Commission 16th January, 1888, ' was expressly 
based on Ricardo’s Economical and Secure Currency. Bimetal- 
lists 2 had suggested legal tender coins composed of an amalgam 
of gold and silver. Professor Marshall would have paper cur- 
rency exchangeable not for gold but for gold and silver, and not 
for coins but in Ricardian fashion for ingots. One Pound in pa])er 
would be exchanged for 56^ (instead of 113) grains of gold and a 
fixed number, say 20 ounces, of silver to make up the other half 
of the equivalent, the weight being best stated in grammes as 
internationally familiar. A gold bar of 100 grammes |say 3^^ 
ounces] would be paired with a silver bar of 2000 [say 70 ounces]. 
The currency of the country would tJien consist of note's on this 
metallic basis ; and the reason of the case is pithily put : “ In 
modern times the judge is not required to be a strong man; 
all that is iiecessary is that be should represent force ” (Evidence, 
J8S8, p. 23, Ans. 9841). 

But since 1888 political and industrial changes have made 
even this higher form of bimetallism unlikely of aecepiancc. 
it cannot dispense with adjustments at discretion of the authori- 
ties; and these are always suspect. Ricardo's monometallic 
plan has the merit of simplicity. Eor that and other reasons it 
appeared to meet the special currency dillieulties of the trade 
between England and India; and a new (if it be a new) school 
of currency has arisen from the attempt to lit the Plan to this 
particular case of what Professor JMarshall would probably call 
a quasi-foreign trade. 

A consistent adhesion to the Ingot Plan would lay the founda- 
I ions for the Gold Exchange Standard, implicit in it. Mr. A. M. 
lAtidsay (of the Bank of Bengal) from 1870 ojiwards pleaded for 
this Standard. lie spoke of it in one tract as “ Ricardo s 
Exchange Remedy ” (1892). in his scheme, notes are to be 
‘‘ r(?convertible not into gold in the shape of coins but into ingots 
on demand at the same rate ” to be used in the trade between 
England and India (A Gold Sidudiinl icitJiout (i Gold Coinage in 
F^ngland and India, Edinburgh, Douglas, 1879, p. 12). Early 
in tlio twentieth century the Gold Excliange Standard was pow('r- 
fiilly advocated by a group of young economists : Kemmerer, 
Keynes, Findlay Shirras, ILawtrey. They revived the Ingot Plan ; 
and the War revived the vanishing importance of paper money, 

^ Soo also liis Money Credit and Commerce (11)23, pp. 01-07), wlioro much of 
Iho toxt of tho Kvidenco is reprinted. 

* As long ago as Stcuart, Pol. Ec.^ Vol. V^. p. lb 'vho rejects tho idea as too 
philosophical I 

X 2 
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by introducing the Treasury as a new Issue Department, dispensing 
an immense note circulation. In the winding up of the Treasury 
note's Ricardo’s help, a century after liis death, may be of some 
use, for our problems are still his problems, with their factors 
much magnified. The English people in the mass are better 
instructed economically than a hundreil years ago; and this 
time they may prove to have been really weaned from their 
fondness for gold coins, and a dear curnmey. 

J. Bonar 


APPENDIX T 

The Plan as given by the Resumption Committee, 1819, in its 
Second Report 

(Reprint, 1844, pp. 18-20.) 

In order to bring before the view of the House with more distinct- 
ness the whole of the PI<‘in which the Coinruitti'O beg h'ave to reco)}i- 
iiK'iul to their consideration, they will state sliortly the dilTerent parts 
of which it consists ; 

1. That provision should be made by Parliament for a repayment 
of the Debt of Government to the Bank to a considerable amoui\t, 
and that a part of that repayraemt should take ]>lace some time ante- 
cedent to the first period which may be fixed for the comniencemeut 
of bullion payments by the Bank ; 

2. That from and after the 1st of Dec. 1819, or at latest the 
Isl of January 1820, the Bank of England shall be recpiired to j);i.y 
its notes in gf)ld l)ullion duly assayed and stamped in His Majesty's 

if demanded, in sums of not less than the value of (JO oiinei's, 
at the price of JC4 1.-?. per ounce of standard bullion; that on the 1st 
of Nov. 1820, or at such other period as may he fixed, the pi i* c 
sliall b(j reduced to Gl 196’. (id. unless tlui Bank shall have previously 
jeducod it to that rate, it being always understood that tlie })riec 
when once lowered, shall not again ho raised by the Bank; and tli;i' 
on the l.st of May JS21, the Bank shall pay its notes, if dcniar)d(‘d, 
gold bullion, in sums of not less than the value of 30 ounces, at ll.»- 
price of £3 17s. lOJ/I. per ounce of standard bullion. 

3. That a weekly account of the average amount of notes in ciicul.i- 
iKon during the preeeding iveek shall be transmitted to the l*ri\y 
Council, and a rpiarterly account of the average amount of notes i/i 
eircidation during the preceding quarter shall ho 2 )ubiis]ied in lia* 
London (Jazelle. 

4. That for two years, from and after the 1st of May 1821, the 
Bank shall pay its notes in gold bullion only at the Mint luice; aii<l 
tliat whenever Parliament shall think proper to require th(i Bank to 
pay its notes in coin, notice thereof shall be given to the Bank ojic 
year beforehand, such notice not to be given b(‘fore the 1st of iMay 
1822. 

Should Parliament think proper to adoj^t this Plan for the regul.i' 
tion of the Bank of England, it is evident that provisions must 
made for applying the same principle to the Bank of Ireland. 
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APPENDIX II 
Resumption Act, 1819 

(Statutes at large, Vol. 25, 57 Geo. 111. to 59 Geo. III., 1819, Geo. III. 
pp. 725-729.) 

Caput 49. An Act to continue the re.strictioiis contained in several 
Acts on payments in cash hy the Rank of England until the 1st day 
of May 1823, and to provide for the gradual resumption of such 
jjaynienis; and to permit the c.xportation of gold anil silver. [2nd 
July 1819.] 

I. Whereas an Act uas passed in the Parliament of Great 
Rritain in the 37th year of the reign of His present Majesty, 
caput 45, intituled An Act for confirming and continuing for a 
limited time the Restriction contained in the Minute of Council 
of the 26th of Feb. 1797 on payments of Cash by the Rank, 
which Act was continued under certain regulations and restric- 
tions by another Act made in the said Parliament (c. 91.) . . . 

(other Acts enumerated). 

And, wheriMS it is expedient that the restrictions on pay- 
ments in Cash by the said Rank should be continued beyond 
the time to which such restrictions are at present limited and 
that a definite period should bo fixed for the termination of such 
restrictions and that preparatory measures should be taken with 
a view to facilitate and ensure on the arrival of that period the 
])ayment of the promissory notes of the Bank of England in 
tlio Legal Coin of the Realm, be it therefore enacted . . . (that 
the present .several provisions be continued to 1st May [1823] 
and thereafter cease and detijrmine). 

II. Provided always and bo it further enacted that at any Dotw^cu Fob. i 
time on or after the 1st day of Feb. 1820 and before the Ist Hiink shall pay 
day of Oct. 1820, whenever any person sluill tender to the Governor 

and Company of the Rank of England any Note or Notes of the derej to an 

said Governor and Company payable on demand to an amount ?hin“the*^5!aiuT 

not less than the Price or Value of 00 ounces of gold, calculated 

at the rate of il 1?. for every ounce of gold, and shall require rate of £i d. per 

such note or notes to be paid in standard gi>lil, the Governor 

and Company of the said Rank of Englantl shall ui)on demand pay 

and deliver to the person tendering such notes such quantity of 

gold of the fineness declared by law to be the standard of and 

for the lawful gold coin of the realm, the same having been first 

assayed and stamped at His Majesty’s Mint in London, as shall 

at the said rate of £4 Ls. for every ounce of such gold be equal 

to tJic Amount of the Notes so j)resented for payment. 

III. Provided also and he it further enacted that at any 

on or after the 1st day of Oct. 1820 and before the 1st day of ishj guch pay. 
May 1821, whenever any person shall tender to tlu* Governor 
and Comi)any of the Bank of England any Note or Notes of the oairuiausd^aftcr 
said Governor and Company payable on demand to an amount £3^Si.®r,5. per 
not less than the Price or Value of 60 ounces of gold calculated ouucc. 
after the rate of £3 19.?. 6d. for every ounce of gold and shall 
require such Note or Notes to be paid in standard gold, the 
Governor and Com])any of the said Bank of England shall ui)on 
demand pay and deliver to the said person tendering such notes 
such quantity of gold of the fineness declared by law to be the 
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standard of and for the lawful coin of the realm, the same having 
been first assayed and stamped at His Majesty’s Mint in London, 
as shall at the said rate of £3 Ids. M. for every ounce of such gold 
be equal to the Amount of Notes so presented for payment. 

IV. Text, mutatis mutandis, as for HI. 


V. And he it further enacted tliat it sliall and may bo lawful 
for ilio Governor and Company of the said Jhiiik of Knglaiid at 
any time between the said 1st day of Feb. 1820 and tiie said 
1st day of Oct. 1820 to pay and deliver to any person who shall 
present Notes of the said Governor and Company of the said 
Bank such quantity of gold, of such linoness as aforesaid and 
assayed and stamped as aforesaid, as shall be equal to the Amount 
of the Notes so presented at any rate less than £4 l^. and not 
less than £3 19,s. Or/, for every ounce of such gold; and in like 
manner at any time bet ween ‘the 1st day of Oct. 1820 and the 
1st day of l\Iay 1821 to pay and deliver sueli gold at any rate 
less than £3 19.9. Od. and not less than £3 Ms. 10 Jr/, for every 
ounce of such gold; provided always that the Governor and Com- 
pany of the said Bank of England shall give three days’ notice in 
the Loudon Gazette of their intention to make such payments 
after such rates, specifying the rates at which such payments 
shall bo made, and provided also that it shall not be lawful for 
the Governor and Company of the said Iknk of England, at any 
time after making sucli payments at the rates mentionerl in any 
such notice, to pay or deliver any such gold at a rate higher than 
the rate mentioned in any such notice ; anything in this Act to llui 
cont rary notwithstand ing. 

VI. Provided also and bo it enacted that the Governor and 
Council of (he Bank of England shall not ho required or eonqx'IIed 
to pay or deliver any such gold cxee])t in Ingots or Bars of ihv, 
weight of 00 ounces each a..s.siiye(! and stam])ed as aforesaid ; 
{inything herein before contained to the contrary notwith- 
standing. 

VII. Provided also and bo it enacted that it shall and ma 
be law'ful for the Governor and Company of tlio said Hank of 
England to pay any fraction less than 40.9. of any sum so dv 
manded above the value of 00 ounces in the lawful silver coin 
of the realm. 

VIII. Provided also and bo it further enacted tliat the Governor 
and Company of the Bank of England if they sliall sec lit may a,i. 
any time on or after the 1st day of May 1822 pay or exchange* 
the lawful coin of the realm for any note or notes of the said 
Governor and Company payable on demand; any provisions 
in the said before-recited Acts or in this Act to the Contrary not 
withstanding. 

JX. rSufficiciitly given in the margin. It may be nmiarkcd 
that “ bills ” arc included with notes.] 
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X. And whereas the laws now in force against molting and 
exporting the gold and silver coin of the realm have been found wd ineMo!i7 ® 
ineffectual and it is expe(li(‘nt that the traffic in gold and silver 
bullion should be unrestrained,” ^ be it therefore enacted that from 
and after the passing of this Act it shall and may be lawful for 
any person or persons to export the gold or silver coin of the 
realm to parts beyond the sea and also to melt the gold or silver 
coin of the realm and to manufacture or export or otherwise 
dispose of the gold or silver bullion produced thereby; and no 
person who shall export or melt such gold or silver coin or who 
shall manufacture export or dispose of such bullion shall bo 
subject to any restriction forhuturc pain penalty imiapacity or 
disability whatever for or in respect of such melting manufacturing 
or exporting the same respectively; anything in any Act or Acts 
in force in Great Britain or Ireland to the contrary thereof in 
anv wise notwithstanding. 

[XI. repeals old Acts on the subject. Xll and XllI continue 
such parts of the Acts against counterfeiting and clipping as do 
not involve the unlawfulness of making bullion fiom coin.) 

P. 062, caput 99 (12th July 1819) applie.s the Act to Ireland muhiis 
mukindk. 'liic dates arc to be. at least a month later. The Gazette 
is to be the Dublin Gazette; the assay is to be of the Assay Office, 

Dublin, or at the Mint, London. Essentials are preserved, with some 
little differences in order of sections. 


APPENDIX HI 
Act of Hksumption, 1821 

(.Statutes at large, \'ol. 20, 1st and 2nd Geo. IV. ])p. 319, 320.) 

Caput 26. An Act for making further provision for the gradual 
lesumption of payments in cash by the Bank of England. (7th May 
1821.) 

[Section I. recites the Acl of 1810, IV. and VllL, and goes on 
to say : that from and after Lst May IS21 the Bank may pay in the 
current and lawful coin of the realm, if they shall see tit, “ any pro- 
visions in the said recited Act or any Act of Parliament therein recited 
or in this present Act to tlu^ contrary notwithstanding.” 

Margin : “ Bank of England mav pay notes, etc., in coin.”] 

U. Provided always and be^it further enaett'd that in all cases 
where the Governor and (k)inpany of the Bank of England shall tml iillortPfl 
propose or offer to pay any Note or Notes of the saitl Governor 
and Company, or any other debt or demand whatsoever, in the 
current and lawful coin of tlu; realm, it shall not be competent 
to the bearer or beari'rs of such ntdo or notes or to the person 
or persons to whom any sucli debt or demand shall be duo or 
payable to demand jjayment thereof in ingots or bars of gold as 
directed and provided by the so recited Act, anything in the said 
recited Act contained to the contrary notwithstanding. 


1 Invrrt(.'d commas in oi-igiiial. 
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Persons not 
olTorcd to bo 
pniil in coin not 
(101^1% 011 of tlu'ir 
ri|,’hf, to I'ny- 
luent in ingots. 


111. Provided also and be it further enacted that nothing in 
this Act contained shall extend or bo construed to extend to 
deprive the bearer or bearers of any note or notes of the said 
Governor and Company payable on demand, and which the 
said Governor and 6:)rapany shall not propose or offer to pay 
on demand in the current and lawful coin of the realm, to demand 
and require payment thereof at any time before the 1st day of 
]\lay 1S23 in ingots or bars of standard gold of 60 ounces each, 
calculated after the rate of £3 175. lOW. for every ounce of gold, 
as directed and provided by the said recited Act, anything herein 
contained to tiic contrary thereof in any wise notwithstanding. 
[JV. repeals part of XIIl. of Act of 1819, as to clippings. 

V. gives Bank option of paying its owm [larger] notes in one.pound 
notes or sovereigns as desired. 

Margin ; “Bank may pay in One Pound Notes or in Gold.”] 

Act 1821, caput 27, extends the above (mvtatis mutandis) to 
Ireland. 


APPENDIX IV 


Act of 1833 


(tStaiiites at large, 3rd and 4th Wm. IV. to 5th and Ctli Wm. IV., 
Vol. 32, pp. 502-5.) 


Bank Notes to 
be legal tpnJf-r 
except at the 
Sauk and 
Branch JJ.'inki), 


Caput 98. An Act for giving to the Corporation of the Governor 
and Company of the Bank of England certain privileges for a limited 
period iindtT certain conditions (29tli Ar.g. 1833). 

\L Be it fiiilher enacted that from and after the 1st day 
of August 1834, unless and until Parliament shall otherwise 
direct, a Tender of a Note or Notes of the Governor and Company 
of the Bank of England expn.'ssed to be payable to Bearer on 
demand shall be a legal Tender to the amount expressed in such 
Note or Notes and shall be takcm to be valid as a Tender to such 
amount for all sums above £5 on all occasions on which any 
Tender (jf Money may bo legally made, so long as the Bank of 
Ejigland shall continue to pay on Demand their said Notes in 
legal Coin : Provided always that no such Note or Notes shall 
be deemed a legal Tender Payment by the Governor and Company 
of the ]5ank of England or any Branch Bank of the said Governor 
and Company; but the said Governor and Company are not to 
become liable or to be n'quired to pay and satisfy at any Branch 
Bank of tin) said Governor and Company any Note or Notes 
of tlic .said Governor and Company, not made specially payable 
at such Branch Bank, but the said (Governor and Company shall 
bo liable to pay and satisfy at the Bank of England in London 
all Notes of the said Governor aiid Company or of any Branch 
thereof. 

P. 503 [Vn. Bills not having more than 3 months to run shall 
not be subject to Usury laws.] 



THE CONTROLLING FACTOR IN TRADE CYCLES ^ 
Introductory Note 

At the Fourth Session of the International Labour Conference 
held at Geneva in the autuinn of 1022, a resolution was adopted 
to the effect that the International Labour Office should be 
instructed to make “ a special study of the problem of crises 
Oi iinemplo 3 Tnent, their recurrence, and the fluctuations of 
economic activity,” uith a view to coinbating the effects of these 
phenomena. During the discussion of this resolution the hope 
was expressed that the inquiry to be undeitaken would reveal 
precise points which might subsequently be referred to a competent 
international body for solution and definite action, .ludging 
from the temper of the Conference, there can be no doubt that if 
it were possible to secure a general consensus of otnnion on any 
measure or measure’s capable of eliminating the causes of trade 
depressions, the whole moral weight of the International Labour 
Organisation, comprising more than fifty States in its membership, 
would be exercised in securing the universal application of such 
measures. 

The time is therefore ripe for all competent judges to make 
their voices heard and to express their convictions with regard 
to practical methods for reducing the intensity of depressions in 
trade. For only In^ securing a consensus of authoritative opinion 
will it be iKissiblo to achieve that unit^' and universality of action 
which arc essential to the solution of a world-wide problem. 

The skeleton theor}" of trade ejades given in the jiagcs which 
follow is an initial attempt to present in its strongest light the 
‘Solution which secures more agreement than any other : tJie urgency 
(^f regulating tlic rate and range of price movements. It lias 
been found impossible to exclude controversial matter entirely, 
but it is felt that in itfi broad lines and conclusions the theory 
rc[)rcsents the opinions expressed by the majorit}' of Avriters in 
recent times. The descrij)tion of the various phases of the trade 
tycle follows fairly closely the observations of Professor Mitchell. 

^ ^Ihis paper is summarisiHl from a fullor version. 

* The competent international body inij;ht, for instance, bo tho conferenco 

central banks oiivisuged in tho resolutions of tho Genoa Financial Coniinission. 
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Ideas have also been drawn from many other sources in order to 
account for the movements observed. Responsibility for the 
})ri)poscd measures whereby the conclusions may be applied can 
only be laid at the door of the present writer. (as far as he is aware). 
'J'hoy will hardly be such as to secure general agreement, and, 
in fact, that is not their purpose. It is merely hoped that the 
ideas contained may serve to stimulate further discussion directed 
in the most useful channels; for the international aspect of the 
practical problem is undoubtedly the subject which deserves tJici 
greatest attention. 

[ The main purpose of the outline given below is therefore to 
concentrate attention on those points which have filready secured 
wide acceptance. Arising out of these points of agreement, tlu re 
are practical issues wliich, in the interests of human welfare*, 
merit the most serious attention; and there is every eiu^ouragc- 
ment to believe that a strong movement is already afoot to s(‘(‘k 
out the solution for these practical ditficultics. It is in the hopi^ 
of adding some small stimulus to this movement that the argument 
contained in the following pages is being advanc(‘d for criticism. 

I.- The Successive Feati ues oe the Cv(’j.e 

1. The Change from Falling to limng Prkc'i, 

No tw^o trade cycles are alike in either cause or elTeet. In the 
case of that part of the cycle which is marked by a change from 
falling to rising prices, the revivrd of trade whicli accompanit'S 
this movement may be attributed to any one or any group of a 
large scries of factors. A study of economic waitings for the last 
fifty years shows tliat explanations of this recovery of prices and 
of trade have ranged over colonial expansion, good harv('.sis. 
war, new discoveries, increased gold supplies, and, indeed, a'! 
circumstances which tend to stimulate demand or to draw' gK'alci 
purcliasing power into the market. Since, however, it is Ik'm- 
intended to consider tlie problem as far as possible without icfci*- 
ence to cxtraoi'dinary circumstances, an attempt will be made h) 
show that the turn in the course of prices can and fre([uenlly dnes 
happen without the introduction of any of the particular intluciicc.^ 
mentioned above. 

To anticipate in some measure the argument at the end of 
this section, where a more detailed account is given of the 
depression, it is found at the beginning of this phase of a trad'' 
cycle that the market is flooded w'ith quantities of goods whi^l» 
fail to be absorbed by effective demand. This state of affaii^^ 
continues, though to a diminishing extent, throughout the period 
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of the depression. For, although the volume of goods is gradually 
reduced and their prices fall, there is a simultaneous fall in effective 
demand through the reduction of incomes and wages. Moreover, 
stocks arc continually being thrown on to the market through 
enforced liquidations. ^ 

Owing to the continued existence of a supply of goods exceed- 
ing the purchasing capacity of the community, prices are thrown 
very much below the level at which they would stand under 
ordinary conditions of production and consumption. Even 
when the stage is reached at which prices have fallen to their 
lowest level, there still remains on the market a supply of goods 
which is more than adequate to meet effective demand. Thus, 
so-called “ rock-bottom ” J^^^t economic priccis, and 

frequently do not permit of sufficient profit being made to maintain 
a firm in solvency. Such a state of affairs obviously cannot 
continue. Through the gradual reduction of surplus stocks and 
the exclusion from the market of marginal producers, a stage is 
reached at which the remaining firms can once again restore 
prices to their natural level, i. e., where equilibrium is found 
l)ctvvccn demand and supply. It will be seen therefore that the 
initial recovery of prices may be due merely to reaction from 
uneconomic conditions obtaining during the period of dej^ression. 

Other reasons may be adduced which also have no connection 
with extraordinary circumstances. As the depression advances 
the rate of fall of prices gradually diminishes. Business men and 
private persons who had been postponing their purchasing with 
a view to securing better prices later, find that there is no longer 
any advantage to bo gained thereby; moreover, they are \mable 
to postpone their buying indefinitely, owing to the gradual 
exhaustion of the reserve of private and industrial stocks which 
they had accumulated during the boom. Thus the voluntary 
cessation of purchasing becomes gradually less effective as the 
depression advanees. 

Fixed nominal incomes and salaries carry greater purchasing 
power at the lower price level, and therefore increase the effective- 
ness of demand. Finally, the money market is favourable to the 
revival of trade. Bank accommodation is cheap and private 
investors are anxious to get their savings placed. 

It will be show'll later that almost all movements in industry 
tend to be cumulative. Good fortune breeds better fortune, 
and distress greater distress. The present instance is one in 
which a slight improvement gives birth to definite recovery. 

* Tho number of failures tends to increase as the depression advances. 
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The evidence wliich Professor Mitchell brings to bear on this 
particular phase of the subject shows that of the five trade cycles 
covered by his observations only one instance could be quoted 
of the recovery of prices being due to causes other than those 
inherent in the phenomenon itself.^ In all the remaining cases 
the movement was undisturbed and gradual, and might well have 
been attributed to causes such as those enumerated above. 

Another interesting observation made by Professor Mitchell 
in his survey of business cycles ^ is that, in many cases, after the 
initial rise, prices tend to be comparatively stable over a con- 
siderable period. The explanation for tliis appears to be that 
once prices have recovered to a level which will enable a reasonable 
margin of profit to be made, a scries of conditions becomes 
operative which would tend both to render a further advance 
unnecessary from the producer’s point of view and also to cause 
the market to react unfavourably against such a rise. For, 
although the revival of trade is marked by a gradual increase in 
demand, there is no difficulty in meeting this new demand with 
the labour, plant, and raw materials immediately available. 
Supply therefore responds freely to demand and under conditions 
of intense competition between j)rodiicers. Moreover, for the 
time being, there is a general tciKlency to increasing returns; for 
each increase of output the costs are less per unit. ^I'lic permanent 
staff becomes more fully employed, and all available machineiy 
is gradually brought into action; the economics of dealing in 
bulk come into play, and there is a general reduction per imit 
of output for all overhead chargCv«5, including accounting, uj)kcc]) 
of premises, legal advice, advertisement, etc. Bank accommoda- 
tion is cheap; wages arc low and usually remain constant \mtil 
unemployment is reduced to a comparatively low lev^l in tlv 
more advanced stages of the revival. Thus there is little or 
excuse for manufacturers or retailers to put up prices. On the 
other hand, in view of the keen competition between them for 
markets and the fact that consumers have learnt tlic habit during 
the long depression of i)icking out the most advantageous quota- 
tions and of changing their custom if necessary, the conditions 
are not normally favourable to a rise in prices. 

It is of the highest importance to note, however, that in spite 
of the comparative stability of prices the revival of trade coji- 
tinucs, and that there is apparently no reason why industry should 
not reach a very high level of efliciency without the stimulus of 

* Business Curies (]). 453), by Wosley Clair MitcliL'll ; University of Calilornia 
Press, 1313. * Ibid., pi^. 457-458. 
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lisirig prices. In addition to the factors already enumerated 
wliich make for continuous recovery, there are two further highly 
cumulative causes which arc effective througli the whole period 
of revival. 

The first of these causes arises out of the nature of industry 
itself, the intimate relation between the different units of pro- 
ductive organisation considered both in the horizontal and 
vertical sense. Although the revival of trade takes place simul- 
taneously in many industries, it might be advisable to follow 
the diffusion of business activity which arises from the recovery 
of one industry alone, say that of railway transport. In the first 
])lacc, any additional demand for rails or rolling stock will immedi- 
ately be reflected in increased activity in the iron and steel trade, 
in upholstery, cabinet-making, the timber industry, etc. Greater 
development in railway service will entail larger supplies of coal, 
and will also involve the emidoyment of more workers for all 
functions on the permanent way and in the repair shops. This 
general increase of employment in the railway transport industry 
and in all trades dependent on it will react, through wages, on the 
demand for almost every kind of consumable goods, and will 
increase employmcJit in the trades producing these goods. The 
revival is thus immediately s])read, vertically, over all sui)ply 
services, and, horizontally, over associated and dependent trades. 

What is true of the one industry cited is ('qiially true of all 
others. Trades and processes arc so intcuTcdated that any 
stimulus to one is iininediately reflected in those industrially 
and locally dependent on it, and this is gradually diffused througli- 
uut the whole of industrial organisation. Moreover, this diffusion 
is eumulative in effect ; revival of traile s])ells greater employ- 
ment, which in tinn is accompanied by an increase in the real 
wages and incomes of tlie community; tliis finds expression in a 
further stimulus to effective demand and therefore in greater 
employment. Thus a comjdele eumulative ring is formed which, 
acting alone, would gradually draw industry back to full activity. 

However, there is a second factor which can be considered 
to operate Ihrongliout the period of rising activity; that is, the 
dcveli)j)mcnt of the spirit of business optimism. During the 
depression all leaders of industry have been anxiously scanning 
the times for signs of revival. Knterjuise has been eontinnously 
restrained, \intil at last there has appeared some small evidence 
of healthier prospects. Hut from this period onwards there is 
ever present in the mind of each entrepreneur the question wliether 
or not to undertake a certain business risk; and on the decision 
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made, the importance of which is i)roportionate to the number of 
thousands of industrial captains in the world and the forces at 
their command, depends the whole future movement of industry. 
Now, the human or psychological clement is the most important 
of all in determining the decision. A man is swayed by his 
financial journal, b}^ the success or failure of his competitor, 
by the opinions of tliose with whom he transacts his daily business, 
by everything, in fact, which combines to form wluit miglit ])e 
termed the trade atmosphere. Each one gains his inspiration 
from it and each contributes his own quota. 

If the spirit of business optimism may thus be considered a 
factor in determining the course of industry, it must equally bo 
regarded as a cumulative force. If the revival of hope turns the 
tables in favour of enterprise, such enterprise will give rise to 
additional demand, which, when universalised, will justify ea(!h 
original risk. This serves to reinforce business confidence still 
more and to stimulate still further enteiq^riso. 

This second cumulative circle, composed of business confidence, 
enterprise, and increased demand, links up with the one previously 
described of increased employment, wages, and demand, thus 
forming a ])owerful comlnnation capable of leading to the fullest 
employment of all the factors of production. 

It is of the highest importance for the conclusions of this 
theory (Section II) that general agreement should be secured 
on the possibility of efficiency in j)roduction reaching almost a 
maximum without the stimulus of a rapid rise in prices. 

The course of the trade cycle has thus far been traced to a 
point at which the labour and materials immediately available 
for production ai’C largely absorbed, yet without entailing any 
very marked rise in the course of prices. It is felt necessary, 
again, to draw j)articular attention to the point reached as being 
of the utmost importance for the conclusions of this theory. Eor 
the development of industrial activity beyond this j)oint, under 
existing currency conditions, almost inevitably entails a rise ot 
2 )rices increasing in raiudity and introduces into the trade boom 
(hose unhealthy elements which arc largely responsible for the 
dopn'ssion to follow. It is at this i)oirit, where unemj)l()yment has 
fallen to an average of about to 3 per cent., and where 
iiidustry has reached a high level of efTicicney without as ycl 
causing a rapid rise in i)riecs, that any measures for the control 
of the trade cycle should be inf rodueed. One remedy proposed 
in the conclusion to this outline is that of the restraint of currcjity 
expansion. If such a measure were approved, it would be at tJiis? 
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particular point' in the development of trade that its application 
would give the most satisfactory results. 

2. The Development of a Rapid Rise in Prices. 

Although the stage may have been reached at which it becomes 
difficult to absorb more labour from the market, the will to launch 
further enterprise is by no means diminished thereby. It has 
been sliown how business confidence and trade develop side by 
side, growing ever stronger as time advances ; thus, when prospects 
anj healthier than they have been for years, and when the market 
is greedy for goods, the problem of labour shortage is hardly 
considered. It continues to be in the interests of every entre- 
prencMT to compete for as large a share as possible of available 
labour and of the product of labour. 

It would be well to follow out the manner in which this 
condition of shortage reacts on prices. Consider, for example, 
the case of a mine-owner who is pressed on all sides to deliver 
more and more of his product. A })oint is reached when all his 
reserve stocks are exhausted and all the labour available in the 
neighbourhood of the mine is absorbed, so that it becomes 
iinpossi))le to increase output sufficiently to meet the rising demand. 
The mine-owner naturally takes advantage of the situation to 
raise the price of his commodity, and this i)ricc is reflected in the 
costs of all units of production down to the retailer and the 
linal consumer. It thus constitutes an important factor in raising 
wholesale and retail ])rices. 

When this condition of shortage is general, the tendency to 
rising prices will also be general, and will continue to be so for 
as long as banks are willing to extend loans to entrepreneurs so 
that they may bid against each other for the limited quantity of 
materials available. 

For many reasons, to be explained later, the general rise of 
prices does not tend to reduce demand. One reason might be 
noted at this stage. To take the example of the mine-owner once 
again, it should be observed that the increased purchasing 
power, 2 whereby the miner’s customers arc enabled to 2)ay the 
additional price of Iiis commodity, is transferred into the pockets 
of the direction and employees of the mine. It immediately comes 

^ Tho (lofmition of tho refrrn'il to would naturally ho somewhat 

nr))itniry. Jt would probably bo 1)081 dotinod by menna of tho unomploymont 
hulcx, say, tlio point at wlii<‘h oinployimiit roiu'hos 1)7 or t)7| por font., varying 
acoonliiig to tho country, 

* eurolinaing power may bo iiUTcosod by groator oflioioncy of curronejs by 
ti'jinsfora from deposit to current accounts, or by a general extension of the 
I’criod recognised for private cretlit between traders, but principally through 
tho increase of bank accommodation. 
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back on the market as an increase of i)urchasing power against 
consumable and capital goods. If this situation may be con- 
sidered general throughout the whole of industry, it will be seen 
that the purchasing ijower in the hands of the final consumer 
increases simultaneously with the costs of production, and that 
tlie consumer is therefore able to jiay the additional price which the 
higher costs entail. 

That this is the case becomes more evident from a study of 
the reaction between j)riccs and wages.^ It has been observed 
in the past that during the earlier part of the period of rising 
prosperity the wage lag is more pronounced than at the end. 
In fact, wages often continue to decline when prices are recovering, 
a state of affairs which may be largely due to the weakening of 
the workers’ bargaining power as a result of protracted unemploy- 
ment. The earlier increases of wages during the upward move- 
ment of prices may be considered therefore as necessary adjust- 
ments to meet the higher costs of living, their effect being merely 
to prevent demand from falling seriously. If demand is iruuuascd 
during this period, it is as a result of the absorption of more labour 
and the working of longer hours. Later, however, the wage lag 
becomes gradually less, and in certain of the more powerfully 
organised industries may be quite eliminated. As trade improves, 
the unemployed and less efficient section of the community is 
absorbed ; old men and boys are engaged ; and longer hours are 
worked and remunerated at higher rates. During this process 
a stage is reached when eacli addition to the total nominal wages 
of the community fails to yield a corresponding increase of output. 

There are other factors which contribute to this tendency 
to decreasing returns. Considerable o\itlay is provided tor 
capital e.xpenditure, the product of which is realised only after 
several months or even years. Luxury and welfare expenditure 
is increased and management tends to become slack. 

As this process continues, it will be seen that for every 
additional dose of purchasing i)owcr drawn into the market to 
sup2)ort the costs of wages, management, and capital renewal, 
there is a gradually diminishing return of goods immediately 
available to meet this purchasing power. As this tendency 
increases, the rat() of rise of prices tends also to increase. 

As far as the relation between wages and prices is concerned, 
the upward movement is cumulative. When the machinery for 
raising wages is working efficiently, every rise in the index number 
is followed by an addition to wages, which is reflected both in 

* The term “ wages ” is intended to cover romimcration for all kinds of work. 
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consumers* demand and costs of production. This gives a further 
stimulus to rising prices, again followed by wages in an unending 
circle.^ 

It would seem that the gradual loss of economy resulting from 
the tendencies dcseri])od above would make serious inroads into 
])rofits. This effect is, however, largely offset ])y the fact that 
the volume of trade is exceptionally high, so that the slight loss 
through diminishing economy is compensated by a large turn- 
over. Moreover, as the rate of rise of prices increases, it confers 
an additional bonus on the producer, for costs are incurred when 
prices arc comparatively low, and the product is sold later when 
the level is higher. It seems fairly safe to say that, ns the boom 
advances, nominal profits continue to rise and give the appearance 
of increased prosperity; and that, although real profits may fall 
slightly relatively to turnover, the absolute total is not sciiously 
tliminished. In any event there remains for the average industry 
such a wide margin of pi ofit as to cause business men to redouble 
their efforts in order to take full advantage of this condition of 
affairs whilst it lasts. 

By the fact of its rendering profit-making so comparatively 
easy, the upward movement of prices is thus a most powerful 
stinndus to industry. It spurs all business men to greater 
activity, to increase their turnover and their plant, and to launch 
new enterprise. It arouses the ambitions of others previously 
not engaged in business, giving birth to nuiiKU'ous new under- 
tiikings. Every additional effort immediately reacts on demand 
a.nd helps to force up prices still further. Again the rise of prices 
ri^acts on industry and encourages still greater enterprise. 

Bising prices may therefore be considered to create two sets 
of cumulative forces. On the one hand, there is the reaction 
between prices and wages, and, on the other, the stimulus given 
to enterprise through the growth of ])rofits. W'orking together 
these factors tend to maintain industry in a state of high activity. 
This, however, is only at the cost of a continual rise in the level 
of prices. 

•Some consideration has already been given to business confi- 
dence and its relation to industrial activity. It should be noted 
here how the spirit of optimism is not only reinforced but is unduly 
exaggerated by rapid rise in prices. The business prophet can 

' This constitutes no iirguinont npuinst tl»e raisini^ of It is, howoviT, 

strong argument against allowing prices to rise rapiilly; aiul paiticulurly is 
it a strong condemnation of any eiirreney system which piTiuits *)f the extension 
♦^f purchasing power beyond a point at which it becomes impossible to increase 
pi’oduetiou by a corresponding ainotint. 

No. 131. — VOL. XXXIII. 
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only base his judgment on past and current events. The fact 
that j)rices have been rising probably for two or three years and 
tliat at the moment of making the decision they are rising more 
rapidly than ever is sufficient indication for the majority that the 
period of good fortune is not at an end. The minority who may 
at least have some historical knowledge of business cycles may 
appreciate the fact that prices cannot rise for ever, and that when 
they stop they will stop suddenly; but their knowledge is too 
indefinite to weigh heavily in the balance against the unprece- 
dented good fortune which they and all around them are enjoying at 
the moment.^ Even if authoritative warning could be given two 
or three months before the cessation of rising prices, this would 
not avoid the effects of faulty judgment in cases where an estimate 
has to be made for tlirce months or three yeais to come. 

It will be seen therefore that by the very nature of tlic rise 
in prices, gradual in the beginning and slowly developing greater 
and greater rapidity, it contains psychological elements capable 
of producing a spirit of business optimism far in excess of what is 
justifiable. This continued upward movement, so rosy in promise, 
contains an insidious and unseen threat, for it sows the seeds of 
all the conditions wliich intensify the depression, the piling up 
of stocks and the contraction of currency which inevitably follows 
the over-strain. The more rapid and extensive the rise, the w'orse 
will be the results on the depression to follow. It is easily seen 
that this is the case as regards over-expansion of currency, which 
brings in its train a coiTe.s2)onding contraction; but it juay be 
advisable to explain at greater length the effect of rapidly rising 
prices on the accumulation of stocks. 

In this connection it must again be noted that all production 
is carried on with a view to realisation by sale at some future 
date. There is therefore every advantage to be gained by buying 
large stocks of the materials necessary for production at a jreri od 
when prices are comparatively low. When a rise in jrrice is 
anticipated, i)urchases of materials will therefore tend to increase, 
and as this movement of i)iice accelerates, the stimulus to 2)urchas- 
ing for stock will be increasingly enhanced. If the rise becomes 
so rapid that it is profitable merely to hold goods in store for 
future sale, manufacturers will be tempted, not only to lay in 
stores for production, but also to hold up the goods whicli they 

^ It is possiblu that in tlio future it will be possible to forecast tho turn of 
the tide with some degree of accuracy. Any forecast which is conHidere<i authori- 
tative by a largo section of the business community will not bo without its influeiK o 
on tho trend of industrial activity, and may tend to reduce tho number of unwise 
adventures undrrtaken during a buoni. 
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have manufactured for sale at a later date. The tendency is 
therefore for retailers, merchants, and manufacturers alike to 
increase their holdings of materials for production and of goods 
for sale. As far as the merchant class is concerned, the situation 
is frequently aggravated by the accession of numbers of new 
speculators to the ranks of middlemen. 

There can be no doubt also that tlie continued upward move- 
ment of prices stimulates private purchasing. In the first place, 
there is a general tendency to buy in anticipation of liigher prices. 
Secondly, a boom in trade increases the purchasing power of the 
majority of the community. Thirdly, it usually causes a redistri- 
bution of wealth, which in turn is accompanied by competition 
for high social standards in the fortunate section of the community, 
and a struggle on the part of the remainder to maintain their 
existing standards. The total result is a very considerable 
enhancement of demand for consumable goods. 

This accumulation of both jirivate and business reserves 
resultant on a rapid increase in the price level tends to aggravate 
the depression to follow in two ways. In the first place, it swells 
demand to a point much in excess of the actual demand of the 
final consumer, and thus leads to an unduly optimistic view of 
the present and future state of the market. It also means that 
when the depression commences, current needs can be supplied 
largely from stock and that the factors of production, including 
labour, therefore remain inactive. 

In the second place, the absorption of goods for stock tends 
to aggravate the artificial appearance of shortage and to force 
up prices. It constitutes an additional strain on credit facilities, 
any over-strain being reflected in a corresponding contraction 
during the depression. 

It has been necessary to some extent to anticipate the explana- 
tion of conditions obtaining during a depression in showing 
the deleterious effect of rising prices as reflected in the period 
of distress which follows. This effect will be much more evident 
when the latter period is taken more fully into consideration. 
Since the principal remedy suggested in this survey of business 
cycles is the restriction of currency xvith (i view to reducing the 
rapidity of price xnovemenis, it is found necessary to show’ at every 
stage the true significance of such rapid movement for the 
progress of industry viewed in its widest aspect. 

3. Stringency of Currency,^ 

' Throughout thia essay tho term “ currt'iioy ” is intondod to cover all forms 
of purchasing media. 

Y 2 



;n6 THE ECONOMIC JOURNAL [SEPT. 

In view of the formidable list of cumulative factors, all of 
which tend to force uj) the level of prices and to urge on the wheels 
of industry, it would seem that any force capable of putting 
an end to the activity thus generated must be extremely efficient 
if not drastic in character. One such check is known and its 
efficiency is generally recognised by all. There arc many others 
suggested, but the nature and extent of their influence arc not 
sufficient established by tlie consensus of economic opinion 
to make it possible to include them in this biicf survey. The 
one condition capable, in the opinion of the majority, of millifying 
the ellects of all the factors enumerated above is that of currency 
stringency. 

It is obvious that during any period of rising costs and growing 
trade an increasing supply of accommodation will be necessary 
to enable linns to meet their expenses. Purchasing powur 
may be expanded through the increased efficiency of the existing 
fund of currency, throiJgh the general lengthening of the jieriod 
recognised for private credit between traders, through transfers 
from deposit to current accounts, or through an increase in the 
amount of book transfers, a kind of ‘‘ invisible medium of 
exchange familiar to brokers. Although these methods must b(‘ 
taken fully into account when considering the extent to which 
the purchasing power of the community may be enlarged, it 
must be agreed that by themselves they admit of only a limited 
i)ower of expansion. 

In general, industry may be considered to be financed partly 
out of the savings of the people and partly through the expansion 
of bank loans. ^ As the volume of trade increases and prices 
rise, the demand for both forms of accommodation increases; 
and since these both supply the same form of demand and are 
to some extent interchangeable, the price which one commands 
moves in sympathy with that of the other. Thus, as the boom 
advances, both the rate of interest and the bank rate for loans 
continue to rise. 

When the stage is reached at which it becomes dangerous 
for banks to increase their loans further in view of the dwindling 
of the reserve ratio, the bank rate is raised and other obstacles 
arc placed in the way of borrowing, until it becomes impossible 
or unprofitable for a number of clients to borrow further. At 


* It is not suggested here that an increnso in savings is an inereaso in pur- 
chasing power, for it merely eonstitutes u ehnngo in the direction of apen<li^H^ 
On the other hand, tho extension of loans by banka constitutes the priiieipi^l 
means of inernosing tho total amount of purchasing power available. 
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the same time, the rise in the rate of interest renders the floating 
of loans in the market increasingly unprofitable. 

Sooner or later, therefore, if prices and costs continue to rise, 
the limit of expansion of purchasing power will be reached. 
Although this limit is not clearly defined, it is none the less 
effective. If analogies were not dangerous in argument, one might 
liken the limit to an clastic band : the more it is stretched the 
greater the pressure it exerts towards contraction. When the 
point is reached at which the limit becomes effective, i. e., when 
purchasing power can, under existing circumslanccs, be expanded 
no further, it will be seen that there can be no further addition 
to the volume of trade (unless there is a fall in the level of prices) 
and no further rise in prices (unless there is a reduction in the 
volume of trade). Broadly speaking, if it is impossible to secure 
purchasing power it is impossible to buy. Trade must therefore 
be restrained by the restriction of currency. 

For all those who accept the Quantity Theory of Money in 
any form, this solution is obvious. At the period in question, 
the volume of goods available against existing purchasing power 
is unprecedentedly high and is increasing as rapidly as the forces 
of production can make it. Tlie efficiency of all forms of cur- 
lency has already reached its utmost limit. Under such circum- 
stances, if the quantity theory holds, the restriction of the volume 
of currency must inevitably lead to the checking of soaring t)riccs. 

It might, however, be advisable to follow out in greater 
detail the reaction of currency restriction on industrial activity, 
and for this purpose it would be well to examine first the effect 
of a high rate of interest. In general, it is the demand for long- 
period loans which is supplied by private investment, and con- 
sequently, when the rate of interest rises, business men have to 
examine this rate in the light of the profits which they are likely 
to be able to make over a long period of time including both 
boom and dejircssion. A rise in tlie rate of interest acts very 
effectively therefore as a deterrent to new construction and 
capital outlay. It is noticed, in fact, that there is a marked 
decline in constructional trades, and in industries producing 
capital goods, considerably before the end of the boom. 

The reaction of a high bank rate for accommodation on indus- 
trial expansion might best be shown through the experience of 
an individual and typical firm. Generally s])eaking, businesses 
are apt to use the bank for purposes of financing special projects 
which require short-term credits. During periods of inactivity 
the loans made are comparatively small and show considerable 
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fluctuations from time to time for each firm. However, when 
prices of materials and wages begin to rise the typical firm begins 
to find itself more permanently dependent on the bank, and 
requires continuous credit merely to liquidate current debts 
and the weekly wages bill. With every rise in costs, the balance 
of indebtedness to the bank tends to increase, and every year 
and every quarter marks an addition to the outstanding debt. 
When the bank rate rises so as to become prohibitive, the firm 
can no longer maintain the same rate of expenditure on wages 
and materials. As long as prices of materials and wages continue 
to rise, the firm, with its limited purchasing jDower, will have to 
reduce its expenditure. The effect of such reduction will be, 
in the first place, a diminution in the demand for the materials 
of production, and in the second place a reduction in the amount 
paid in wages, causing a corresponding fall in consumers’ 
demand. 

Let our typical firm be multiplied now by the thousands of 
which it is the type, and it will be seen that the general restriction 
of currency will be immediately effective in reducing demand 
for all kinds of goods. 

In point of fact, the process of contracting bank accommo- 
dation may follow rather different lines. It is 2)robable that, 
in the beginning, the high rate demanded for interest and dis- 
count induces all firms voluntarily to restrain their demands 
for bank accommodation and i)rivale savings. But the banks, 
apart from enhancing the price of their commodity and increasing 
the severity of collateral tests, jmobably do not begin to dis- 
criminate between their clients until the failure of demand 
diminishes profits and threatens the solvency of certain of th( 
weakest producing units. When it is evident, however, tlia^ 
some firms have been too sanguine in their estimates of the 
future or arc in danger of bankruptcy through the accident 
of business fortune, the banks may draw the rein on these firms 
alone, treating the remainder with the same liberality as befon- 
The result, however, can only be the same as that outlined above, 
a diminution in the demand for producer’s goods and, indirectly, 
for consumable goods. 

The middleman and the retailer arc equally involved in the 
difficulty of securing purchasing power. The rising bank rate 
makes the holding of stocks progressively less profitable and 
causes them gradually to reduce the size of their orders to majiu- 
facturers. All classes of the community are thus obliged firtst 
to limit and then to reduce the amount of their purchases. 
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Ultimately, through the failure of demand, the soaring of prices 
is checked. 

It would seem possible, at any moment in the progress of 
a trade boom, to prevent the further upward movement of 
prices solely by restricting currency. The period at which 
it would be advisable to put such a measure into operation, 
and the extent to which it should be applied, are matters which 
may suitably be treated at a later stage. It is desirable first 
to complete the description of the trade cycle. 

4. The Turn of the 'Tide, 

Although the majority will probably accept the exj)Ianation 
given above of one method of checking soaring prices, there are 
mfiny who will wish to inquire why the mere restraint of the up- 
ward movement should necessarily bring in its train the reverse 
movement. Since the explanation is to some extent psychological, 
it might be w'cll to consider again the experience of a single 
typical firm. The condition accepted from the argument in 
the previous section is that through the restriction ot currency 
a slight contraction in demand has become evident and that 
prices in general have ceased to rise. In other words, our typical 
firm finds that it is having some difficulty in marketing its wares 
at the price it is demanding, and knows that a large number 
of other firms are experiencing the same trouble. In view of 
the large stocks which have been accumulated in anticipation 
of an active market and rising prices, this check, probably unex- 
pected, gives rise to no small measure of apprehension; and the 
first precaution taken is to retluce, if not to cancel, orders for 
further supplies. (It has indeed been the experience of most 
firms that the first tangible sign of the turn of the tide has been 
the actual cancellation of orders.) Such a falling off in orders 
can only result in the working of short time or in unemployment 
in the earlier supply processes. This leads in turn to a reduction 
in the demand for consumable goods, which only enhances the 
difficulty experienced by retailers in marketing their goods. 
Such a process may continue cumulatively for several weeks or 
even months before its effect is a])])arent, but the inevitable 
result is a break in prices. 

With the first downward movement, business confidence, on 
which the continuance of trade activity is so dependent, collapses 
entirely.^ Every unit is faced with tlic need for liquidating 

^ Foiluro of business confitlenco niipht be duo to other muses. A serious 
hank collapse might precipitate a crisis and aggravate* it-s etXoets. Ihe failure 

profits for a considerable section of the cniniminity, for reasons otlicr than 
those cited above, would cause first a cessation of rising prices and tlien a general 
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large stocks of goods in a stagnating market and with the threat 
of falling prices. Some firms endeavour to hold up their prices 
as long as possible, but there are others which either from design 
or necessity adopt the policy of sale ‘‘ at any price.’^ There if/ 
a general tendency for middlemen, in particular, who have been 
holding out for a rise in prices with the aid of borrowed capital, 
to become panicky and to force their wares on to the shrinking 
market. Once the fall of prices is under waj^ the rapidity of 
this movement, according to historical evidence, usually exceeds 
that of the rise in prices during the boom, and amounts, in fact, 
to general collapse. 

5. The. Depression . 

Tlie reason for tlie great rapidity in the fall of prices is that 
the forces which make for depression arc even more cumulative 
in effect than the factors actuating the boom. 

Unemployment, which may be slight in the beginning, causes 
a fall in demand, which again increases unem 2 )loyment. Whereas, 
during the upward trend, there is a limit to which men may 
increasingly be employed, on the downward grade there is vir- 
tually no limit to which men ma}^ be unemployed. Thus the 
interaction of unemployment and demand can reach greater 
limits than that of employment and demand. 

Just as, during a boom, the rise of prices stimulates purchasing 
in anticiiiation of future wants, so the fall of ])rices acts as a 
restraining influence. Both industrial and private consumers 
prefer to subsist on their largely replenished stocks, and to hold 
out as long as possible for a further fall. The more ra])id 
the collapse of prices the greater the incentive to i)ostpoTu 
buying, and the postponement of buying depresses prices still 
further. 

The existence of large reserves for current use constitutes 
perhaps the worst cause of aggravation. Not only does it (‘iial'le 
private purchasers to refrain from buying for a long i)eriod, but 
it almost comi)els retailers and merchants to cease from further 
ordering; the liquidation of existing stocks presents a task of 
sufficient difficulty without the burden of an additional turnover. 
Thus, until the surpluses which have been amassed during th'* 
boom have been cleared, it is impossible for current demand to 

fall. It is poHsiblu also that any fonrast of a chanj^i? in fortunes would, if it W‘ ‘'‘ 
accepted ns authoritative hy a lar^e sfction of the business conununity, hasten 
the coining of this change. Business coiituleiico may, in fact, br « (jnsidciv^l th*' 
Jjub on which all tJio factors in tho trade cycle turn. The community 
according to its expectations of the future, and tho action taken is almost 
invariably such as to bring about the cfTcct anticipated. 
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strike through to the source of supply and call into play again the 
forces of production. 

With the fall of prices, the realisation of a margin of profit 
becomes increasingly difficult. Existing stocks, manufactured 
at high cost, can only be marketed at a loss ; and whereas costs 
in wages, materials and overhead charges remain comparatively 
high for a period, ])riccs are rapidly on the wane. Under these 
conditions, despondency succeeds the reign of business confidence 
and banishes all thought of new development. Economy 
becomes the watchword of the day, “ luxury ” expenditure being 
ruthlessly cut down. The fall of prices thus intensifies the depres- 
sion through the destruction of business confitlence. KSince tliis 
in turn diminishes demand, it reacts, cumulatively, on the fall 
of prices. 

As in the case of the boom, the most important practical 
feature for consideration duiing the de])ression is the policy of 
the banks. In that these institutions control the community’s 
basic fund of purchasing power, their method of employing 
this essential instrument of commerce during periods when 
purchasing is either excessive or insufiici(‘nt is of vital interest 
to industry; and the degree of sanity with which the banks 
wield this weapon depends to a large extent on the solidity of 
their own situation. As has been explained above, one feature 
of all business crises in the past has been the existence of a very 
stringent money market, concomitant with a dangerous strain 
on the reserves of the bank. At a time when banks ought to 
have been freest to treat their customers with liberality, they 
themselves have been most encumbered with ditliculties, and for 
this reason their policy has frequently been dictated by 
nervous self-interest rather than by the wider interests of 
the community. 

'J’he need for ready money is more urgent during and after 
the crisis than immediately before. For every firm the current 
expenses remain high; the wages bill has to l)e paid weekly; 
debts are difficult of collection; creditors arc clamouring for 
payment; custom has vanished and the turnover has collapsed. 
If, during this period, the banks, anxious to protect their reserves, 
bring pressure to bear on their clients to reduce their borrowings, 
they may compel partial or complete liquidation for those in 
serious difficulty. The result of such action will be twofold. 
Ily forcing quantities of stocks on to a shrinking market, it will 
depress prices. In the second place, it will directly and indirectly 
increase bankruptcy. The collapse of one or two units will 
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increase the embarrassment of the remainder, partly through 
the depression of prices, partly through the loss of the demand 
previously expressed by the bankrupt firms and their employees, 
and partly through the occurrence of bad debts. 

If it is desirable that banks should discriminate between firms, 
the discrimination should take place as early as possible before 
t he crisis so that there may be less need afterwards. The restraint 
of doubtful enterprise should take place at a time when the market 
as a whole is strong, not when all units arc beginning to fail, 
licnee, in all instances where banks have previously been pur 
suing a generous policy they ought, during and after the crisis, 
to be in a j^osition to treat each of their clients with some degree 
of liberality. Their essential duty is to pilot their dependent 
firms through the troubled waters rather than add to their cargo 
of difficulties. 

Needless to say, such a policy is impossible when the situation 
of the banks themselves is precarious. It would hardly seem 
necessary to emphasise the calamitous position which arises 
when the banking system itself collapses. For the insolvency 
of the banks means the temporary insolvency of all firms dependent 
on them. Cheques, which may represent the greater part of thc^. 
currency of the country, are valueless, and there is a premium 
on legal tender. Firms wdiich cannot secure legal tender are 
obliged to cease buying and to turn away (lu^ir employcc.s. 

Between this extremity of disaster and absolute calm there 
are many pos.siblc situations varying in degree of distress. The 
only satisfactory situation, however, is for banks to bo entirely 
care-frcc as to their own reserves during the period of industrin! 
strain. Only thus can they hope to discharge unfailingly their 
functions as the mainspring of commerce and industry. 

The formidable array of cumulative factors which ha\c 
been described as intensifying the depression would seem capable 
of bringing industrial ruin in a very short time on the whole 
community. However, there is one important factor which 
limits the intensity wdiich this depression can reach. Wherever 
provision is made for the unemployed, that section of the com- 
munity, although not producing, is still consuming. The real 
wages of the remainder, who continue in employment, are high 
and the demand which they express for consumable goods is 
great in proportion to the amount they produce. Consequently 
the surplus goods which have been stored u]) during the boom 
are gradually absorbed off the market, and current dcmaiul 
begins to strike through again to the sources of production, 
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thus creating more employment. This process increases as the 
reserve stocks are reduced, and with the re-employment of wage- 
earners, demand for consumable goods is further stimulated. 
It will be seen from this argument that there arc two factors 
of particular importance in the recovery from a depression : 
the rapidity with which reserve stocks arc reduced ; and the extent 
to which the demand of the community is artificifilly supported. 
Other factors of importance exist, some account of which was given 
at the opening of this section. The description of the business 
cycle is now, however, complete, inasmuch as the tail has been 
linked up with tlie head. The next matter for consideration is 
therefore the development of some coiu*liisions. 


IT. — The Problem of Controlling the Trade Cvcle 

(3. The liemedy. 

In order to discover the remedy which will be most capable 
of alleviating the distress caused by certain phases of a trade 
cycle, it will be necessary to extract from tlie foregoing summary 
those elements which may be considered to be chicHy respon- 
sible for aggravating the crisis and intemsifying the depression; 
then to estimate how far those elements may with advantage be 
removed by action taken before or after the crisis. 

Let us consider first the eJlect on conditions during both 
boom and depression of a rapid rise of prices. It has been shown 
that, during the period of intense activity preceding a crisis, 
a rapid upward movement in the price level accentuates the ten- 
dency to purchase in anticipation of higher prices and to store 
up large reserves for future use (Sections IL III). Also the same 
movement, by facilitating the realisation of profits and by its 
psychological clTect on the business community, conduces to 
excessive optimism as to the future rei|uircments of the market 
(Section II). [t has been shown that the acciimulation of 
stocks due to these conditions has the ellect of intensifying and 
prolonging the depression (Sections II, V'). 

Again, it was seen that the elTect of rising prices, ^Yhich con- 
tinued with cumulative force during the boom, was to cause a 
heavy strain on the money market and to threaten the adecpiacy 
of bank reserves (Sections TI f, IV). The outcome of (Jiis was that, 
during the crisis and the depression, banks were not free to act 
entirely in the interests of the community and that it became 
essential to contract currency to some extent in order that the 
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financial situation of the banks might be made thoroughly secure 
once again. 

Granted, therefore, that on two very important grounds a 
rapid lise in prices during the active period is most detrimental 
to conditions during the depression, it will be necessary to deter- 
mine whether the means can be found for diminishing the rapidity 
of this movement without at the same time giving rise to serious 
trouble in other directions. 

It would be Avell to examine in this connection the effect of 
raising the Bank Rate ^ to a high figure during the early stages 
of a boom, that is to say, as soon as it becomes evident that 
the factors of production, labour in particular, arc very fully 
employed, and that any further considerable increase in currency 
will be accompanied by an appreciable rise in prices. 

In the first place, if the restriction of currency through the 
high Rank Rate were very severe it might have the effect described 
in Section III, i. c., it might bring the period of rising prices 
abruptly to an end, and cause something of the nature of a depres- 
sion. However, since the accumulation of storks will have been 
small, the depression will be neither serious nor lasting. Also, 
since there arises no cause for anxiety as to the sufficiency of 
bank reserves, there will be nothing to prevent an immediate' 
reduction of the Bank Rate to stimrlatc the revival of trade and 
enterprise. 

However, if the restriction of currency is only severe enougli 
to prevent acceleration in the rise of prices, the results will he 
even more beneficial. In the first place, a high rate for bank 
accommodation will restrain the launching of rash enterpriH*. 
One of the worst features of a boom in trade is that it permits 
the establishment of many new business houses, which arc 
capable of flourishing during abnormally healthy periods. 
subsequent failure of these concerns serves to intensify the dci)rcs- 
sion. Hence, to the extent that it discourages this form of 
activity, a high Bank Rate is most desirable. In the second 
place, the high price of borrow^ed capital will prevent all firms 
from carrying more stock than is necessary to supply current 
demand. There will he no advantage in holding goods in store, 
because prices arc prevented by the policy of restriction from 
rising rapidly enough to offset the interest payable on the capital 


* Tlio tonn Bank Rato in used to denote the actual rate at which Banks m 
general will make loans or discount bills in favour of their clients. The term 
Discount Rato is avoided owing to its more special moaning and tho fact thot 
it is not always eflectivo in controlling tho market rate for accommodation. 
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value of the stock. For the same reason, there will be no incen- 
tive to lay in stores of materials of production in anticipation 
of higher prices. In the third place, the rate of interest for private 
savings will rise in sympathy with the Bank Rate for accommo- 
dation, thereby stimulating saving. The demand for consumable 
goods and private purchasing for future rcfiuirements will therefore 
also be restrained. 

If the policy of early restriction of currency may thus be 
considered beneficial by virtue of its preventing the accumulation 
of private and industrial reserves, there is yet a more potent 
argument for its adoption. It has already been pointed out that 
if the restriction of currency has the effect of completely checking 
the rise of prices at an early stage, the situation of the banks 
during the industrial strain and slight depression to follow will 
be one of complete freedom. All banks will be in a position to 
act fully in the interests of the business community, their policy 
being unprejudiced by anxiety for their own solvency. This 
in itself will be a great gain. Where, however, the final check 
occurs at a later period, the gain will be of another order. If 
(‘urrency is permitted to ex])and to the same extent as previously 
though at a slower rate, it follows that the period of rising prices 
and of active trade will be spread out over a longer period. 
Instead of having a brief sjiell of intense and somewhat irrational 
activity tJierc will be a long period of comparatively sound 
development. 

Such a state of affairs would seem highly desirable from every 
point of view. One result of outstanding importance would 
bo the diminution of fluctuations in the cost of living, thus 
reducing the social friction which always accompanies changes 
in prices and in fortunes. Further benefit would accrue from 
greater stability in the relations between creditor and debtor 
and in the value of industrial securities. A complete list of the 
advantages to be gained by restraining the rapidity of price 
movements would be too long for insertion here. However, 
it is hoped that sufficient has been said to show that greater 
restriction of currency may result in either diminishing these 
fluctuations or in strctcJiing them out over longer periods, and 
that in either case the results \vould be generally beneficial. 

It would seem that if it were possible to control currency 
in such a way as to gain absolute command over the movement 
(^f prices, the ideal policy would be such as to secure a combina- 
tion of the above two results. It would aim first at maintaining 

gradual a rise in prices as possible, thus spreading out the 
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period of good fortune, and, secondly, at checking completely 
the expansion of currency considerably before the solvency 
of banks could be considered in jeopardy. Jf it were possible 
to produce these two effects on a world-wide scale, the world 
depression would be largely freed from its two most disastrous 
features, tlie need for rapid contraction in the currency, or the 
purchasing power of the community, and the existence of 
u nmarkel able reserves . 

7. Currency Policy during a Depressioyi. 

It is recognised that various means exist for swelling the 
volume of currency during a depression or, at least, for checking 
the rapidity of contraction. The effect of reducing the rate 
of currency contraction would be to restrain the fall of prices 
and to alleviate the depression temporarily. The problem arises, 
therefore, to what extent should measures, having this effect on 
currency and prices, be adopted during a depression ? 

The criteria on which to base a judgment should not be made 
dependent so much on the rate of fall of prices, as on the amount 
of unemployment this fall is creating, and the extent to wliicJi 
it is depressing trade. 

8. The Application of the Remedy. 

In the foregoing section it was demonstrated tliat the most 
effective method of regulating demand would be through the 
scientific control of the means by which demand finds expression, 
that is to say, through regulating currency. The purposes 
which such regulation was to achieve were briefly as follows : 

1. After industry has recovered a high slate of efficiency, 
to reduce to a minimum the rate of rise of prices, without therebv 
precij)itating a fall. 

2. To prevent prices from rising and currency from e.xpanding 
to a point at wdiich the adccpjacy of bank reserves might be threat- 
ened. To avoid the necessity subsecpjently of rapid contraction 
of currency. 

3. To enable the currency supply of the community to be 
made more easily available to industry during the depression and 
to ensure that this most efficient metJiod of alleviating the strain 
may be used fully in the interests of the community. 

The achievement of these 2 ^urj)oscs will entail the exercise 
of complete control over the issue of currency, not only nationally 
but internationally. 

From the national point of view, it will necessitate central 
control of the issue of legal tender and an effective means of 
regulating the proportion of bank accommodation which ma}' 
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bo granted on the basis of this legal tender. Such control should 
be exercised by a body which represents the general interests 
of the community - neither their political interests nor their 
banking interests as such, but their social interests in the broadest 
sense. 

International collaboration of a most intimate and continuous 
character will also be necessary in order to secure any approach 
to scientific control. Probably a very small number of the most 
powerful States acting alone could control the broad lines of the 
currency policy of the world, but it seems extremely doubtful 
how far they could make their policy effective, for instance, 
in the delicate operation of restraining a rise in prices without 
thereby precipitating a fall, unless they had the co-operation 
of other countries. It must be remembered thai, in all phases 
of the trade cycle, business confidence is a feature of central 
importance. This powerful but extremely delicate factor is 
sensitive to influence from any portion of the international 
sphere. If industry Avere rudely shaken in one country alone, 
the effects might react cumulatively on business confidence over 
the whole world. There would seem no certainty therefore that 
one section of the economic world, even though representing 
the most powerful industrial nation.s, could protect their currency 
policy from interference by a very small minority. The argument 
for the widest possible international action in currency control 
therefore seems well founded. 

There is little doubt, however, that beneficial, though limited, 
results might be achieved by a single State acting alone. If 
in any country the banks were strong enough to resist the pressure 
of business propaganda and to restrain the issue of currency 
whilst the rest of the world was freely expanding, the tendency 
in that particular country to produce for stock and amass reserves 
would bo diminished, and consequently it would not suffer to 
the same degree as others during the depression. To the extent 
that its commercial relations were international, it would not, 
however, be able to escai)e from the effects of the world depres- 
sion. Hence, if any State desired to make its policy effective 
in controlling industrial conditions within its borders, it would 
need to call into co-operation the other principal industrial States. 

0. An International Organisation for the Control of Currency. 

If it is agreed that the regulation of industrial conditions 
by means of currency control is highly desirable, and that such 
regulation could only be effectively achieved by international 
co-operation, it will bo necessary to consider what kind of 
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international body will be most capable of exercising the function 
of control. 

In the first place, the members of sucli a body will have to 
be in a position to answer for the policy adopted in the country 
they reiiresent. This does not necessarily mean that they will 
be functionaries of the State, for in many cases the State does 
not control the issue of currency except in so far as it prescribes 
legal limitations. This body will also need to be permanent, 
in that it or its executive council will meet at stated intervals, 
which may be reduced at their own option, and that it will require 
a permanent administrative organisation. It would have to bo 
empowered to make recommendations to the organisations which 
control the issue of currency in the difTcrent countries or to the 
Governments themselves, to the League of Nations or to the 
International Labour Organisation. Its discussions and decisions 
would be secret to the extent that this body considered secrecy 
necessary.^ Representatives of industrial organisations might 
be admitted to a hearing on (piestions of general policy. 

Such an organisation would not be an organisation of States 
or of banks as such, but to a large (jxtent an organisation of 
currency controllers, each member of which had the power to 
regulate the issue of a proportion of the world’s currency. It 
seems that once the general lines of policy were agreed upon 
by the general (jonfcrence of representatives, a small executive, 
comprising the more powerful economic nations could, by action 
in their own countries, and recommendation to the remaining 
^[embers, direct with accuracy and certainty the currency policy 
of the whole world. 

It is probable that the spirit of internationalism is not suffi- 
ciently developed to admit of such close collaboration between 
units which may still look upon autonomy as the highest gain 
and the greatest .security. It should bo noted, none the less, 
that the difTiculty here i.s not one of State sovereignty, for in 
many instances it is not the State which wields the power to 
regulate currency. 

10. The Fisher Scheme. 

In view of many difficulties of a practical nature which 
would be encountered in the application of the remedy i)ropo.scd 
in the preceding pages, it would seem advisable to consider 
alternative schemes which would not require the same degree 
of international collaboration. 

* It is conceivable, for instunco, that 8ecn3cy would be necessary to prevent 
speculation from upsetting tbo purposes of any decision; it is liardly probable 
that the occasion would frequently nrist;. 
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The Fisher scheme aims at restricting the fluctuation of prices 
through compensatory alterations in the gold content of the 
monetary unit. The change in the gold content could not of 
itself affect prices, though it would set in motion a process which 
would ultimately influence prices in tlie recpiircd direction by 
affecting the nominal value of the reserves held by banks, and by 
increasing the rate of flow of gold to and from these reserves. 
It would oblige banks to use the corn^clive influence of the bank 
rate more rapidly and more severely than would be necessary if 
there were no alteration of the gold content. 

The rate of flow to or from the mijit would ])e aff(‘ctcd in the 
following ways. The cheapening of the selling price of gold at 
the mint (wdiich is equivalent to the increase in the gold content 
to compensate a rise in commodity ])rices) would cause a flow of 
gold from the mint and monetary re.scrves into the arts, until the 
price in the market w'as depressed to tlie level adopted by the 
mint. In the second place, it would lead to the export of gold 
until general commodity prices in foreign countries rose, thus 
making gold equally cheap in those countries. 

It seems probable that gold would disappear so rapidly from 
the mint and monetary reserves that banks would be compelled 
to raise their disco\int rate al)ruptly to a very high level. Even 
assuming that banks were able to act in anticipation of price 
movements and thereby prevent the reduction or inen^ase of tlieir 
reserves wliieh such movements, together with the change in the 
gold content, w'ould cause, the diflicultics arc not yet fully over- 
eome. For the effort to anticipate this How of gold would result 
ill nervousness and irregularity in the manipulation of the bank 
rate, a condition which would be detrimental to induslry. 

There are other grounds for (ain.sideriiig that some slight elas- 
ticity in price movement would be ih'sirable. What the present 
writer would like to see in force, failing the possibility of inter- 
national collaboration outlined in the preceding section, would be 
a scheme for the regulation of prices through the control of the 
volume of currency, tliis method being n'inforced by a delayed 
fippllmiion of the Fisher scheme. 

For instance, an arrangement of tlie following nature might 
he adopted : A price level would first be chosen as a “ normal ” 
around which it is felt desirable to stabilise prices. After that 
level has been reached, the endeavour would be made to kee]) 
prices from moving more than, say, 3 per cent, above or 3 per cent, 
below the level. This would be dune by regulating the volume 
currency through the Bank Rate for accommodation and by 
No. 131.- VOL. xxxiir. 
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the control of note issue, or by “ rationing ’’ or by other direet 
means. If the banks failed to restrain the movement of prices 
within these limits, it should be made legally compulsory to give 
effect to the Fisher scheme at a point, say, 5 per cent, above or 
below the normal. That is to say, for every 1 per cent, beyond 
a 5 per cent, rise of prices, 1 per cent, gold would be added to 
the content of the monetary unit; for every fall of 1 per cent, 
below a 5 per cent, fall in prices, the gold content would be 
reduced by 1 per cent. It seems probable that such a method 
would be effective in restraining fluctuations within smaller limits 
than 5 per cent, either way, because banks would be desirous 
of avoiding a dangerous reduction or an overflow of their reserves 
through the application of the Fisher scheme, and would not 
permit the price level to rise or fall to the limits where this would 
be possible. In any event, the movement beyond 5 per cent, 
in either direction would be very limited, for, as has been shown 
above, the Fisher scheme provides a fairly drastic method of 
preventing further price movements. 

Such a method would have the advantage of allowing a degree 
of elasticity in currency control and of preventing nervous 
irregular manipulation of the Bank Rate which might jjrove 
detrimental to industry. At the same time, it would not lose 
the essential advantages of the Fisher scheme. It would bo 
effective in securing comparative stability in the price level and 
it would be automatic in its application. It would avoid the 
necessity of Government interference to which so much objection 
is raised in financial circles. The Government would simply 
fix comparatively elastic limits and would leave the real control 
in the hands of the banks. 

\\, An International Draft Convention. 

It would be necessary, in order to secure full value from 
the scheme outlined in the preceding section, that it should be 
almost universal in application. With a view to securing such 
universality a Draft Convention of the following tenor might be 
prepared for submission to the various States. 

Each State ratifying the Draft Convention would undertake 
to establish a “ normal level of prices, around which it would 
endeavour by the means at its disposal to stabilise the price 
level. 

It would undertake to define this normal level and to com- 
municate the definition to the Administrative Office responsible 
for the application of the Convention. 

It would define also the maximum and minimum limits 
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within which it would endeavour to control prices. These should 
not exceed 4 per cent, rise or fall from the normal, but might 
be less. 

It would undertake to give effect to the Fisher Scheme at 
a point 6 per cent, above or 5 per cent, below the normal. 

The Convention would be binding for ten years from the 
date of application for each State signatory (long enough to cover 
a complete cycle). 

J. R. Bf.llerby 

International Labour Office, 

Geneva, 
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FINANCIAL ASPE(^.TS OF AMERICAN IMMIGRATION 


Migration of human capital results from influences similar 
to those of other capital transfers. Tending to gravitate towards 
those regions whore the rate of return offers the greatest attrac- 
tiveness, the movement of population may bo likened to a short- 
time loan as exemplified by the “ birds of passage ” ; or it may 
involve a transfer of national wealth, whenever the change of 
residence becomes permanent. If the new-comer is a pleasure- 
seeker on a temporary stay, he can be regarded both as a national 
loan and as the objective of a steady flow of remittances from his 
native land. If he comes as a wage-earner with the purpose of 
transferring his residence permanently, then he himself acts as 
the capital transfer. Likewise, it is correct to state that when a 
Scotchman, with large funds invested in home securities, settles 
in America, not only is there a transfer of wealth of person, but 
also the funds in Scotland become American capital invested in 
Scotland.^ 

The flow of goods responds to economic laws exclusively. 
TJic flow of human beings, however, has certain dissimilar 
features, notably because human capital is a direct agent, is 
both a producer and a consumer, cannot be owned outright or 
mortgaged, is not an interchangeable unit, and can never be 
treated alike Ix'caiisc of differences in age, sex, literacy, habits, 
industry, and material condition. Yet nowadays, in most eases 
the movement of peoples has a predominant economic motive. 
Certainly this is true as applied to America. Professor Carver 
states, “ The reasons given in favour of the restriction of immigra- 
tion arc purely economic. They relate wholly to the problem of 
improving the conditions of the lower grades of labour.” ^ No 
longer is it true that American immigration arises from a desire 
for religious or political freedom. The motive is gain, pure and 
simple. And in the quest, all conditions, especially travel, are 
made as easy and simple as possible through the media of tickets 
prepaid by relatives and friends, publicity literature, and special 
facilities by steamship and railway companies. 

' For the best treatment of this too littlc'Understood subject of population 
transfers, consult Josef Grunzel, Economic Protectionism, 1916. 

* Principles of National Economy, 1921, p. 761. 



SEPT. 1923] FINANCIAL ASPECTS OF AMERICAN IMMIGRATION 333 


But in the study of this complex economic problem, which in 
the past has been directed mainly towards questions of standard 
of living and of the industrial development of the State, a 
highly significant aspect has been overlooked by most authorities 
on the population problem. I refer to the strictly financial 
feature. 

Why not make a reckoning of the money transfers wliieh 
result from human migrations ? The importance of the phe- 
nomena is self-evident. What is the best method of approaeli ? 
In the following brief treatment of the subject the writer gives 
certain of his preliminary findings with special reference to 
international movements of human capital and of capital goods. 

On a strict time basis, an analysis might be attempted in 
accordance with (a) the period commencing with the emigrant’s 
lU’cparations for de])arture and extending until his arrival at 
destination, (h) the period away from his native* land, and (c) the 
period (true only of temporary emigrants) beginning with the 
preparations for return to the mother country and extending 
until his arrival there. P(‘riod (h) is the most important time 
for observation. Periods (a) and (r), concerned with international 
migrations of people and their iiersonal elTects, cause expenditures 
for transportation and supplementary items. In an attempt to 
produce facts, moreover, it seems to me confusing to make the 
distinction ^ between “ expenditures of immigrants and tourists ’’ 
and “ remittances to friends, ’ since we know that funds are 
transmitted in countless ways and at no definite time periods. 

My financial elements are based on (a) the personal value of 
the immigrant, (/>) the goods or money he causes to be trans- 
ferred to the foreign country, (r) the goods or money he causes 
to be transferred to his native land, other than “ remittances,” 
(d) remittances to his native land, and (c) the personal value of 
the returning emigrant. 

What is the financial worth ^ of the immigrant (outgoing 
emigrant)? Despite the mathematical calculations of Cantillon, 
Engel, Farr, Becker, Kapp, and others, this query admits of no 
definite answer. A figure commonly cited has been £200, approx- 
imately $1000; but tJiis amount was derived from conditions 

^ Adopted by Sir George Paish i\\ his moinorablo report t)ii The. Tnuh Hulance 
oj the United States, Report National Monetary Commission, ItUO. 

* This is neither a fantastic nor a p\irely commodity conception. It may bo 
easily defended in its proper use. For instance, this method invariably is 
resorted to by the conspicuous alleged friends of the ncw-comer, namely, the 
anti-restrictionists. 
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prevailing decades ago, when real prices were much less than 
they are now. The usual basis of this computation was the 
average cost of bringing up an average person under average 
conditions until the average time of departure for another 
country. Obviously, the employment of the mythical average 
took scant account of sex, literacy, material condition, occupation, 
new environment, and so forth. As a hit-or-miss proposition, 
the “cost of production " adherents were bold advocates when 
they asserted tliat the economic value of an individual w'as in 
Ijroportion to the public and private expenditures incurred in 
his behalf. But this proposal not only assumed a static money 
value regardless of whether the individual resided in Manchester, 
^lontc Carlo, or Singapore, but also failed to recognise the 
inexorable laws of human demand and human supply. The 
utilitarians stood on firmer ground. 

There is one method of placing a money value upon an 
individual which possesses real merit. Referred to by Professor 
Mayo Smith as “ scientifically correct and . . . the only one 
to be employed if wc arc determined to express in figures the 
value of this increase of our labour force,*' ^ it consists of an 
application of the principle of a life annuity. 

On the subject of “ life iDroperty," the computations of Dr. 
William Farr made nearly three-quarters of a century ago are 
still followed as the best ])asis for reckoning. The two deter- 
minants are the value of the individual and the value of his 
services. Briefly, the method was to prepare detailed figures 
relative to agricultural workers at different ages by taking into 
account future earnings, cost of future maintenance, and excess 
of carjiings over cost of maintenance, expressed in terms of 
“ present value *’ and of the “ annuity equivalent ’ at different 
interest rates. In his notable work. Vital Statistics (1885), 
Dr. Farr accorded the male agricultural worker a net value of 
£150 : by extending the calculation to the entire population of 
the United Kingdom, the standard declined to £110. Applying 
this valuation, he took account of the adult male character 
of the emigration from the United Kingdom in the year 1870, 
and arrived at the conclusion that the value of the individual 
emigrant was £175 per head. Thus we may consider the situation 
as that in which two emigrants w'ere valued at as much as three 
jjtTsons remaining at home. Whether or not we are willing to 
admit the validity of these conclusions, nevertiudess in principle 
nothing more satisfactory has been presented than to take the 

^ Emvjralion and Immigration, 1890, p. 109. 



1923] FINANCIAL ASPECTS OF AMERICAN IMMIGRATION 335 


reckoning of age and services in order to compute the economic 
value of the migrant. 

Despite the inferior type of present-day immigration into 
America from southern and eastern Europe in contrast with the 
influx half a century past from northern Europe, the enhanced 
nominal and real wages of labour in America have been accelerated 
to such an extent that certainly no injustice is done to the 
“ average ” present-day immigrant by according a financial 
worth of at least £200 per capita. Doubtless £300 would be 
nearer the truth. ^ 

Frequently the American immigrant arrives on a prepaid 
ticket. The Report of the Immigration Commission of New York 
State (1909), in referring to steamship ticket agents, stated that 
“ from 60 to 80 per cent, of the business done by these authorised 
agents in New York State consists of prepaid tickets, purchased 
in this country to be sent to the intending passenger on the other 
side. This is always an order, that is, something which must be 
exchanged for the real ticket, and in no case is it good for passage 
until such exchange has been made.’’ Various estimates place 
the percentage anywhere from ten to sixty.- Foreign emigration 
to the United States, therefore, has been made easier by assisted 
money contributions, while modern steamships have done away 
with the former hardships of prolonged travel. Doubtless the 
steamship tickets, largely paid for by savings in America, must 
have amounted to at least $40,000,000 annually when immigra- 
tion was at its height. Considerable amounts (no figures avail- 
able), usually in the form of money orders, are sent abroad for 
the purchase of tickets at the place of embarkation, paid for 
largely by immigrant remittances. 

Professor Mayo Smith, in his article on immigration (he 


^ Accruing expenses which fall upon the immigrant must he taken into 
account. The United States Department of Commerce and Labor, Bureau of 
Labor, Report No, 72, 1907, pp. 411 12, stated that “ before the immigrant can 
realise any return from his labor in the form of American wages, he must incur 
the following expense or indebtedness, for even if one or all costs are prepaid for 
him by relative, friend, or other person, he eventually pays them all by deductions 
from his w’ages or otherwise : (1) Cost of preparation at his homo in Europe 
for the journey, (2) cost of transportation from his homo to the European 
seaport, (3) cost of emigrant licad tax to his Government, (4) eost of immigrant 
head tax to the United States Government, (5) cost of steamship transportation, 
European port to the United States, (6) eost of labor agency for securing employ- 
ment at port of entry, if used, (7) cost t)f transportation. United States port of 
entry to placo of employment, (8) cost of living from port of entry to place of 
destination.’* Many of the same items occur again if the stay is a temporary one. 

* Probably 40 per cent, is a conservative guess. F. Kellor, Immigratwn and 
the. Future (1920), gives CO per cent, of tickets as purchased with American wages. 
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excluded transients) in Palgravc's Dictionary of Political Economy, 
wrote tliat the direct gain to tJljc country of immigration is 
measured by (a) money or capital tliey bring in, and (/>) the 
economic value of the immigrants themselves. The second 
consideration has already been discussed. With reference to 
“ money or capital ” brought in, no reliable figures are possible, 
since an immigrant furnishes information only when money 
amounts to less than $50.00 per person ; moreover, children and 
other dependents make no money showing. In the fiscal year 
ending June 30, 1020, 51*4 per cent, of our immigrant aliens 
exhibited less than $50 each, compared with 44*6 per cent, in 
1910, and 82*7 per cent, in 1910-14.* These percentages probably 
understate the real situation, since relatives, friends, and padrones 
make advances in order to aid their admission both before and 
after the arrival of the new-comers. The Immigration Com- 
mission found that the recent immigrants brought in only about 
one-third as much as their predecessors.^ In this respect there 
is a wide variance between nationalities, and also between citizens 
of the same country, as is shown conspicuously by the amounts 
brought in by nortliern Italians and southern Italians respective!}'. 

There seems to bo a fairly general agreement that, in the 
aggregate, the amount of money individually taken out of the 
country exceeds that brought in in X)erson. This is certainly the 

^ Annual Report of the Commissioner General of Immigration, 1920, p. 4.3. 

* The goods or money brought into a country amount to a considerable sum, 
even though most of tho recent American alien immigrants arc of a low moneyed 
class. Tho lininigrution Commission has collected evidence which would Bcern 
to indicate a relation between illiteracy and money brouglit per capita. After 
analysing earlier data for immigrants arriving at the port of New York during 
1899, tho conclusion is “ that even among the illih ruto races, tho more illiterat». 
bring tho less money.” An in.struciivo table was reproduced in the Immigration 
Commission Report : 

]Money per capita shown on admission to tho United Rtatos by Europea.' 
immigrants (including Syrian), fiscal years 1905 to 1909, inclusive, by class ci 
immigration. 

(Compiled from reports of tho United States Commissioner-General of 
Immigration.) 
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coming. 

Total 

number 

showing 

money. 

Total 

amount 

of 

money 

shown. 

Average j 

Bosod on 
total 
coming. 

per capita 
Based on 
total 
numl>er 
showing 
money. 

Old immigration 
New immigration 

1,529,272 

4,018,507 

1,105,395 

3,030,021 

$01,018,910 

03,023,404 

$39 00 
15-83 
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124.042,320 

22-47 

30- 14 




1923] FINANCIAL ASPECTS OP AMERICAN IMMIGRATION 


337 


case now, since the number of returning aliens is a much larger 
percentage of the total movement due to the barring of numerous 
immigrants from southern and eastern Europe under the terms 
of the Per Centum Act of the year 1921.^ Moreover, as the 
returning aliens arc generally thos(j among the migrants who 
have amassed the greatest wealth, it would not be suri^rising if 
the cash personally taken from the UniUid States exc(;eded by 
100 per cent, that brought in simultaneously — ati observation 
which does not appear unreasonable when reference is made to 
Austrian total emigration figures. For, during the jicriod 1903- 
10, returning Austrian emigrants brought on their person a 
minimum of 2000 kronen per capita, or a total of at least 80,000,000 
kronen. This amounted to 32 per cent, of their yearly remit- 
tances.^ There is no evidence to show that alien immigrants 
leaving America in the last decade were less thrift^' than the 
earlier Austrian emigrants, many of whom returned from 
temporary residence in America. 

Sir George Paish set as the average amount carried out by 
American alien emigrants “ not more than §200.” This estimate, 
made nearly fifteen years ago, seems too low in view of the personal 
appearance ^ and what we know of these returning emigrants. 
My study would lead me to establish an average of $400 per 
capita, which would mean, based on pre-war and present alien 
emigration movements respectively, that from $120,000,000 to 
$80,000,000 should be allowed for these special “ invisible " 
international money transfers. In magnitude, either amount is 
in excess of the normal American exports of cotton manufactures 
per annum. 

In addition to the money carried on the person, either the 
immigrant or the returning alien emigrant usually causes funds 
to be sent in other ways. The Commissioner of Immigration at 
New York stated in his Report for the year, 1901, that ” instead of 
bringing money with them, it is becoming more and more common 
for immigrants to send it ahead through banking institutions; 
but no one has attempted to state the amount thus sent. ’ 'J’he 
writer has no estimates of any kind, although it is probably safe 

' For particulars of this Act, as well as national cniij^ration movements in 
^^hich America appears prominently, see Manchester (Juardian Commercial, 
Reconstruction in Europe, section 10, Emigration, November 10, 1022. 

* Grunzel, op. cit., pp. 118-19. 

® Why havo no rough estimates been attempted for personal belongings 
other than money ? Yet certainly they cannot be neglected entirely. Consider, 
for oxttinplo, the tninsfer of personal effects in tho ease of the homesteader. No 
rolianco is placed upon tlic huus«'hold ami personal elfe»'ls returns in tlie foreign 

commorco iiguros. 
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to guess that millions of dollars are involved for the debit account 
of the mother country and to the credit of America. When sums 
are transmitted in the opposite direction, they arc included to a 
considerable extent among immigrant remittances, but we are 
wholly in the dark regarding emigrant remittances. Among 
other money transfers are {a) the foreign currencies purchased 
in the United States by departing aliens,^ and (b) letter trans- 
mission of money by ignorant foreigners suspicious of American 
banking institutions or desirous of causing no undue excitement 
occasioned by the sight of a registered letter. The money 
set aside for American banking accounts, for investments in 
America, and for loans to friends cannot easily be estimated. 

However, the two leading considerations relative to immigrant 
money transfers arc total earnings and savings, and funds derived 
from these savings, sent abroad and known as remittances. 
Among the maiiy estimates that have been made relative to the 
welfare of population in America, one of the most quoted is to the 
effect that foreigners can save one quarter of their earnings when 
they are content to live largely according to their former stand- 
ards. The northern Italian earns more than tlie southern 
Italian but frequently saves less. Depicting conditions a decade 
and a half ago, the Immigration Commission found that the 
income of a thousand southern Italian families living in the 
cities might average §390 per year per male member. Allow- 
ance should be made that the average for the southern Italians 
was the lowest in twenty-two nationalities under observation. 
This figure, far below the standards set by American minimum 
wage commissions, incant that, ‘‘living upon less than these 
incomes, a family may be assumed to be spending its human 
capital.’’ ^ Although human capital loss can never be measured, 
the toll which it takes is heavy. Still, in this article, savings 
concern us only in so far as they enter international accounts. 

Remittances are utilised largely (a) to support members of 
the family and friends, (/>) to enable compatriots to emigrate, 
(c) to purchase land or clear off mortgages, (r/) to set aside funds 
for immediate investment or speculation or for future spendings. 
Professor C. F. Bastable, discussing the transfer of industrial 
agents from one country to another, wrote that “ the influx of 
foreign capital resembles an acceleration in the speed of saving, 

^ C. F. Spearo, North Amcrica?i Review, Novornber 1907, estimated tliat for 
this purpose alone, foreign bankers in Amerien annually imported foreign cur- 
rency equivalent to $10,000,000 in kronen for Hungarians, and a similar amount 
in lire for returning Italians. 

* R. F. Foerstcr, The Italian Emigralion oj our Times, 1919, ch. xx. 
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and we may reasonably hold that the final result will not be 
very different in either case. In this way the international 
movements of labour and capital become assimilated to the 
ordinary processes of economic life, and may be regarded as the 
same in their general effect.” ^ 

Unquestionably, remittances from foreign-born in America 
to relatives and friends constitute an enormous sum. In the 
long run they arc the largest “ invisible imports " on the American 
international balance-sheet. For the 3^ears 1919-21 inclusive, 
immigrant remittances and relief aggregated $1,800,000,000. 
Omitting the extraordinary S-, 375, 000,000 due in 1919 on net 
international Government payments account, the combined items 
of immigrant remittances and relief (the former much larger) 
had a clear margin for the three-year period, exceeding invest- 
ment abroad, tourist expenditures, freights, net imports of gold 
or any otlier account on the debit side. International financiers 
liave taken scant notice of the fact that the American balance of 
trade in 1921, amounting to $636,000,000, was offset largely by 
the immigrant remittances alone.'* At best our source data arc 
weak. Professor Mayo Smith reported faithfully that the exact 
amount of remittances from American immigrants had never 
been discovered.® ^Ir. Speare and the Immigration Commission 

* The Theory oj Internationnl Trwh\ 1897, p. 1.58. 

* The foregoing figures and deduolion.s, takpn from The lin ifir oJ Keotwinii: 
S 'ltifftics, I’rpl. Vol. IV. Number 3, liuve not lalun into nroount all itprns wliicli 
riiiglif be ronfiidcrod. For oxamj)lf‘, fon'ign tourists in tbo Unitf'd Slatrs, jiulgi-d 
by J’nisb as sj)(>riding S30,0(»0,000 annually; remit tanccs from .Anurirans nsidmt 
abroad; .American fortunes wbioh arc usid for Kuropcan dowrios; speculation 
in foreign currencies; expenses of AiiH'iican tJovernrneiit and private oflicrs 
abroad, and foreign in America; certain forms of capital taken by .Americans 
wbo settle in (.’anada, Alcxico, Cuba, ete. ; and foreign purchases by military 
and naval forces. A tremendous item during the Workl War eonsistrd of com- 
m\)ditie8, transported on American naval and rerpiisitioncd ships, Nvbich do not 
appear in the official tra<le returns. Another obstacle is the unusual practice of 
valuing .American imports at tlio wholesale j)riee in the country of origin. Here- 
after, those articles which are subject to .American valuation will be accorded 
values which include freiglit, insurance, and miscellaneous charges, thereby 
giving an apj>earnnec of a less “ favourable ” trade Vjalanee. Able discussions 
of foreign trade figures are given by Sir R. Cfiffcji, Jourtml of the StntiKtical 

Vol. XLV. pp. 181-290; (_l. M. Fisk, I}iterh(itio}\ftl ('owmercial Pohcjes, 
chapter xvi ; F. R. Rutter, Quarterly PubiicatiuTis of the American Slnti,>^tk(tl 
Association, Vol. XV. pp. 10 31; publications by tbo Treasury and Commerce 
Ht-partmciits. Addenda to the cxei'llc nt Harvard studies would probably result in 
larger “visible” and “invisible” ex]K)rt items. 

* Ktnigration and Ivitnigration, 1890, pp. 99 lOtb He statts fmtlier that 
the Rritisli Board of Trade liad included remiltanees in the “ Statistical Table's 
relating to Kmigration and Immigration from and into the United King<Iom, 
but abandoned the experiment in 1888 because private bankers were unwilling 
to furnish the desired information. 
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make no claim for completeness or accuracy. Sir George Paish 
reported that “ neither the banks nor tlie express companies 
art' willing to furnish the necessary information to enable an 
(\stimate to be made of the situation at the present time.” The 
immigrant banka arc reluctant to furnisli data, partly due to 
suapicion and partly to their manner of conducting business, 
where))y frequently personal and customers’ accounts arc merged. 
Other practical difficulties are, that (a) there is no way of 
s('parating non-commercial from commercial bank drafts; (/j) it 
is difficult to distinguish between various types of “ invisible ” 
payment, sucJi as tourists’ expend it ures, relief, currency specu- 
lation, and immigrant remittances; (c) the currency specified 
in the foreign exchange is no clear index, since international 
remittances payable in any country may be drawn in dollars, 
pounds sterling, and other international currencies ; and 
((/) there is no way of knowing the exact rate of conversion for 
the single transaction. The daily published rate is merely a 
barometer. Put anyone familiar with the conditions cannot 
question that hundreds of millions of dollars leave America 
yearly in the form of immigrant remittances. For the j^ost- 
war period my estimate is from $400,000,000 to $500,000,000 
per annum. 

The alien immigrant frequently returns to Ids native country. 
From the time that tlie immigrant sets foot over American 
borders and until he leaves the country his economic status has 
obviously undergone a change. JIas Jiis residence in America 
made him a more valuable or a less valuable economic unit ? 
Probably it is correct to state that the former emigrant returiiv 
to his native land with an enlianced earning capacity, and with 
some store of wealth in addition. There are notable exceptions 
in the instance of persons, absent from their country during tlic 
most productive years of their life, who have undergone disease, 
physical strain, or injury. Nor should we overlook the frecjuent 
instances of the successful migrants who return to live a life of 
idleness in small communities where they establish the fashions 
and habits of ihn neighbourhood. 

Yet tlierc seems to be every justification for assuming that 
the knowledge and experience gained in America must cause, as 
a general rule, an enhancement of the personal worth. The 
actual or percentage difrercnce between (a), the personal value 
of the immigrant, and (e), the personal value of the returning 
emigrant, is difficult to ascertain, although certain standards of 
measurement can be devised. As far as the writer is aware, no 
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figures have been compiled which contrast the changed economic 
value of any single individual or of any racial group. 

This contribution to a neglected aspect of the perplexing 
immigration problem is presented with a keen appreciation that 
the sociological features have been almost wholly un mentioned. 
On the financial side, the accumulated material presented opens 
the door for the introduction of a fresh statement of principles 
relative to immigration, since we can proceed by gauging direct 
and indirect losses in terms of the economic worth of the indi- 
viduals and of tlie goods or money they cause to be transferred 
from one economic sphere to another. Primarily, the parties 
concerned are the immigrant, the emigration country, and the 
immigration country. 

The relation of immigrants to land values and to earnings of 
steamship and railway companies is intimate. Among vital 
considerations of a social -economic character, there is considerable 
testimony that these foreign-born restrict the reproduction of 
native population, congregate in large cities, reduce wage stand- 
ards, cause poverty, disorganise industrial organisms, accelerate 
jieriods of depression, and interfere with normal national develop- 
ment. The evidence, however, is by no means one-sided. The 
proofs are open to question. To (luote Mr. C. K. Hobson, “ the 
existence neither of emigration nor of foreign investment neces- 
sarily signifies that a country will in the long run be poorer in 
population, in cajiital invested at home, or in tlie well-being of its 
inhabitants.” ^ For America, it is true that immigrants start a 
net outflow of money payments; thus from tlie viewpoint of 
the mercantilist, America exhibits marked evidence of “ weak- 
ness.” But the correlation of immigrants with gold movements 
and trade balances lias never been discussed adequately. 

As an illustration, a merchant from Syria establishing himself 
in New York City generally brings little capital to be added to 
the wealth of the immigration country; but, nevertheless, he 
becomes a mighty factor per capita in extending the industry 
and trade of his native land. He is a prominent agent in tho 
adjustment of both imports and exports in Syrian-American 
trade. Similarly Greeks, Armenians, and Italians in America 
are exerting great influence on international trade and, moreover, 
are tending to drive out native Americans from both domestic 
and international commerce. Again, one important reason why 

' The. Export of Capital, 11)14, pp. 220 30. Coinparo the views with those of 
John Stuart Mill on tho allied topic of colonisation. 
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the outright importing interests in America received so little 
consideration in the hearings on the present Tariff Act was that 
these firms were officered largely by foreigners, so that in some 
cases prominent houses were compelled to depend on minor 
executives to plead the cause of nationalism. 

There revolve around the immigration question causes and 
effects related to the sharing of the public finance “ overhead,” 
to industrial and commercial development, to movements of 
capital, to movements of trade, and to other intricate questions. 
Does the Italian in America continue to buy Italian products? 
If so, what is the effect on Italy’s national economy if America 
raises tlie tariff on spaghetti or cheese ? Also, in what sense do 
immigrant savings represent labour protection, and in whose 
interests ? Let the economists take the lead in the presentation 
of clear facts and well -organised deductions. 

VViiy not construct an international immigration sheet on 
the plan of the international balance of payments? Even if 
there may be no general agreement on social measurements, 
certain significant financial transactions as suggested above can 
be presented. In tliis way we should be enabled to get away 
from the conception of lumping together new-comers in our midst 
as mere components of a ” liuman anthill,” to apply a phrase of 
John Stuart Mill, One sure result would be, between any two 
countries or in a compendium of all countries, that there would 
be the phenomena of marked tendencies away from international 
equilibrium, since real losses and real gains would never com- 
pletely balance. What one country might lose, another country 
might gain, but seldom — probably never— to the same extent. 

Eliot G. Meaiis 

Stanford University, 

Calilornia. 



THE DOCTRINE OF INDEX-NUMBERS ACCORDING 
TO MR. CORREA WALSH 

Now that fresh interest in the “ making of index-numbers ” 
has been aroused by Professor Irving Fisher, the time seems 
opportune for appreciating the contributions to the subject 
which are offered by Mr. Correa Walsh in his treatise on the 
Problem of Estimation} In this volume Mr. Walsh replies to 
the criticisms of his earlier work on the measurement of exchange 
value which were made in the Economic Journal, 1901 ; he 
disputes the views which his critic has expressed in that article 
and elsewhere. The portion of the later work which is occupied 
by this controversy — no inconsiderable proportion — is specially 
considered here. I propose to exhibit and briefly comment on 
the main issues. They may be arranged under three heads. 

I, Fundamental differences about first principles. — There is a 
fundamental difference between the disputants as to the scope 
of the problem, tlie meaning of change in the value of money. 
Mr. Walsh conceives general exchange value as a magnitude 
which can be measured with as much or at least the same kind 
of precision as length by a yard-stick (112, 111).^ To me the 
conception appears somewhat indefinite as applied to two or a 
few articles and without relation to the theory of averages 
(E.J.^ 1901, p. 408). It recalls the inchoate physics of the 
Greek philosophers (ibid.^ p. 409), of whom Whewcll writes that, 
though they had ideas and facts, “the ideas w^ere not distinct 
and appropriate to the facts ” {Inductive Sciences, Book I, ch. iii. 
§ 2). It is not to be expected that differences of this kind, with 
respect to first principles, will be readily settled by argument. 
In vain Mr. Walsh prolongs through seventeen pages the dialectical 
inquiry which exercised Galileo : “ If a horse w^orth 100 crowns 
is estimated by one person at 100, by another at 10, which of 

' The Problem oj Eatitmiion : a Seventcenth-centuri/ Controversy and its 
Pearing on Modem Statistical Questions, especially I ndex-numhers. By Correa 
Moylan Walsh, author of The Measurement of General Exchange-value. London : 
1*. S. King, 1921. 

* The numerals in brackets unaccompanied with further specification refer 
to pages in Mr. Walsh’s Problem of Estitnation. 

* The letters “ E. J.” are used os short fur Economic Journal. 
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these two estimates is the less erroneous, or are they equally 
erroneous ? He will not persuade those whoso view of the 
question is that which is expressed in the review of Mr. Walsh’s 
book in the Journal of the Statistical Society (1921, p. 625 — a 
review initialled G. IJ. V.: ‘‘A couple of lines to say that it 
depends entirely on how you choose to define erroneousness 
would seem to be sufficient comment.” 

The definition of erroneousness and of correct measurement 
would be v(Ty simple if we could assume that consumption re- 
mains unchanged. Sidgwick (among others) has pointed this out. 
But, he continues, so far as the habitual consumption does not 
remain unchanged between any two points of time, we have 
to abandon the primd facie exact method of comparing prices, 
and to substitute the inevitably more indefinite procedure of 
comparing the amounts of ability or satisfaction obtainable 
respectively from the different aggregates of hypothetical 
purchases.” We may often obtain “a sufficient approximation” 
by a simpler method. But if we work to get the closest possible 
approximation to the answer that we are really seeking, we have 
to fall back on a rough comparison of amounts of utility ” 
(Political Economy, Book I, ch. ii. § 3). To the same effect 
Professor Bow^ley, with special reference to war-time with its 
violent changes both of quantities consumed and of prices, 
described that entity of which the inagnitude at different times 
is to be compared as “ satisfaction.” Tie adds : “ I have 

purposely used the vague word ‘ satisfaction ’ because I do not 
imagine that there is any quite definite quantity that can be 
measured” (Journal of the Statistical Society, 1921, Vol. LXXIJ 
p. 351). But Mr. Walsh will have nothing to do with this 
subjective quantity. “ There is no n'ferencc to utility, whether 
total or final. Utility has no more to do with measuring pric(‘ 
variations than with measuring temperature ” (83). 

He dismisses with a sarcasm (117) another subjective variable 
of w'hich it has been proposed to compare the magnitudes ac 
different times : not the (piantity of satisfaction or utility that 
is procured by money, but the quantity of effort and sacrifice, 
of disutility, that is rc(iuired to procure money. For example, 
suppose that in the ’eighties of last century production of com- 
modities in this country, say Q, as computed by Professor 
Irving Fisher (Makiny of Index Numbers passim), was increasing 
at a certain rate, while P, the price-level of the produced com- 
modities, was decreasing at the same rate; then the value of 
money according to this definition would be regarded as stable 
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(Cf. E. J., 1918, p. 179, and Memoranda on the Measurement of 
Changes in the Value of Money, Report of the British Association, 
1889, p. 161). Accordingly, it might be thought advisable not 
to interfere with the cunency and to acquiesce in nominal wages 
remaining unchanged. If sensible people thought this course 
advisable, they would not bo deterred by the unusual definition 
of a term from adopting the rule which it suggests. They would 
mind the Q’s more than the P’s. 

Because Mr. Walsh does not gather with us in the definition 
of the x^roblcm, it does not follow that he scatters against us 
in the treatment of the problem. We adopt some of his maxims 
without understanding Jiis first principles. So the utilitarian 
moralist, though with Sidgwick he may reject as a notion “ to be 
avoided on account of its indcfiiii(ciH\ss ” (Methods of Ethics, 
Book I, ch. vii., and cf . Lectures on the Ethics of T. II. Oreen), “ self- 
realisation ” and other metaphysical phrases, may yet admire 
the conduct of persons professing those piinciplcs. Good fruit 
may be grown from an inscrutable root. We may not agree 
with Mr. W'alsli that there is an entity called exchange-value 
the quantity of which, as it varic'S from time to time, can be 
measured with as much ])recision as a physical object. But we 
admit that there is a subjective entity, whether akin to satisfac- 
tion or to pow'er, affording the perceptions of mor(‘ and less, 
susceptible of the sort of measurement a])])ropriate to psychical 
ipiantitics. Jf ITi, denote the quantities at the times t^ and t.^ 
relative to unity at an initial })eriod, then we ought to be able 
to deduce a relation between ligand ll^. If is a formula 
purporting to represent by means of given quantities and 
price-variations, and Pq., is similarly related to 11.,, then we 
ought to have l^o f^)l X Pi 2 with such (h'grce of precision 
as the definiteness of the quantity under measurement warrants. 
In short, I agree with iMr. Walsh that his “ circular test ” ( 08 ) 
ought to be fulfilled. At the same time I agree with Professor 
Irving Fisher (as 1 freely interpret the observations on the 
eircidar test in his new’ volume) that we cannot expect that test 
to bo fulfilled when there are viohml changes^ in the quantities 
which enter from time to tinu^ (or from ])lacc to place) into the 
computation. For example, if the ])rices and quantities are 
each unity at the initial epoch, let the relative prices at the 
first epoch be Pi, ]/, . . . the quantities 7 ^, 7 ^ . . . ; at the 

* Violent changes in llie quantities eonsuined with ftomc ehan-»* in the 
•’elntivo prie<>, or, eonversely, violent ehanges of priee with soi no changes ol 
qnfintity; or, as ahovt', changes of both Kimls violent. 

No. 131. -VOL. xwni. 
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second epoch p\ , , , , q\ • • * ; and so on. Begin- 
ning with the case of two commodities, take at random any 
values for pg* 7i> 72> respectively 110, 120, 130, 140. 
For p\ and q\ take any values in the neighbourhood of pj 
and r/g, say respectively 115 and 135; and for p\ and q\ any 
small values, say 10 and 5. Then, if we compute 1^01 and Pjg 
according to the formula recommended as best by Mr. Walsh, 
the “ ideal formula ” of Professor Fisher, it will be found that 
the ratio of Poi X P 12 to P 02 i« not, as it should be ideally, 
unity, but 1*78 : 1. A fortiori when we deal with three or 
more commodities; still supposing that the data are liable to 
change from time to time with any degree of brusqiieness. For 
instance, let p'\ — 110 //'g = 7 q'\ = 8 r/'g = 145. We have 
then Poi P 12 P 02 2-4 ! 

How then does it come about that Professor Fisher, operating 
with his ideal foimula, and indeed with several other formul®, 
throughout a period of six years found the circular test to be 
almost perfectly fulfilled (loc. cit.) ? It comes about through the 
presence of two attributes : the shortness of the intervals 
between the dates of successive index-numbers, and the sporadic 
dispersion (the plurality and independent variation) of the 
prices and quantities. The steps must be short ; and the crowd 
making them must “ break stej) '' in military phrase, must 
move like vehicles in a long straight street driven separately 
at various rates, not massed into two or three compact bodies, 
such as a column of artillery and a funeral procession (cf. K. J., 
PJOl, p. 413). Through the co-operalion of these conditions in a 
manner that can only be indicated here,^ there become avail- 


^ Let us begin with the simplest form of index-number, No. 1 of the British 
Assoeiation Memoranda, Professor Fislier’s No. 53, referred to by Mr. Wiilsh 
jis Laspeyres’ formula; in which the initial quantities only nr»< used for weights. 
And, first, let tlie data bo of tlnj simplest .spc'eies, that in which the weights are 
all equal. \Vc may take*, without loss of generality, the initial prices as each 
ecpial to unity. Li t the relative prices at the point of time first after the initial 
be 1 + a'j, 1 + a\, 1 1- a"\ . . . ; and for the .second date 1 -f- a'j, 1 \- a'i . . .. 

and .so on (no a le.s.s than —I). We have then for Poj, if n is th(j numbi*r of 
priee.s, 

(I t'/,) -f (1 \ a",) f . . . J. 2,,. 

and likewise for 


(1 + / ,) -1(1 ! 1- (I f f 

n 

Ariulogously, 

1 -f a', . 1 I a'', ^ 

c.. - 1 + a', + 1 • 


^ 1 + 


2U2 

n 
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able two leading mathematical princii)lcs, the differential calculus 
and the theory of probabilities. By the application of these 
principles the problem is transformed from its 'primary character, 
the comparison of subjective quantities, to a secondary form 
which assumes the character of objective science (E. J., 1901, 
p. 409). 

There can now be constructed a “ chain ” of index-numbers, 
Pol, ri 2 , P 23 J which fulfil the “ circular test approximately 
for proximate periods, as observed by Professor Fisher {loc. cit, 
pp. 276-297). The construction of the chain proposed by 
Dr. Marshall is explained and illusti-ated in the Memorandum 
presented to the British Association 1887 (p. 269). In that chain 
to form the weight for any, say the rth, link P^ ^ there 
was presumably to bo employed a mean of the two adjacent 
quantities of the type ^,._i and q^. If the conditions above 
specified were perfectly fulfilled, a good result would be obtain- 
able by using only one set of quantities, only or only But 
it is better, as the Committee of the British iVssociation recom- 
mended {loc. cit. p. 249), to use the mean between the two 
quantities consumed at the two periods respectively. It is 


Kxpaudiiig iu asoemliiig powers of iho small (piantitios of type u, 


^’12 

1*01 1*12 


1 _ 1 . ... 

’ /I ’ n I T . • . 

1 J. -'^2 _ / --nV'' _ “ 

* n n n * ' n n \ n J n 




■- ‘ 1*02 I" rt'siduc, which is small borauso it involves only second (and higher) 
powers of iho small quantities typiliod by anti oj, ami still smaller because 
it involves averafjes of numerous more or less imlepr’iident constituents, mean 
values which vary less from time to time than if tin* const ituents moved together. 

Now let UH restore the weights ir', te"- - at lirst supposing them not to vary 
with the time. The reasoning is not aftoct**(l by substituting for a', a" .. . 
ira'\ uiid for n, with the usual proviso that no (me weight (or 

no small set of weights) is preponderant. 

Next lot us take account of the change in weiglit, say from w' to u’'(l -{- fi'i) 
and from w” to ie"(l -\- fi”i) in the first period. The terms of the tirst order 
in th(^ expansion of l*oi will not be afTeeted, the first powers of the j^’s cutting 
each other out. The second term of the expansion will be augmented by items 
winch aro averages of /8’s squared, or of /8’s multiplied into a’s, in siieli wise that 
if the /S’s lik(j the a’s anj small and dispersed with sporadic indi'pendcnci', the 
residue will fluetuato .slightly, the .steps made by the index-number will be .short. 

Now let us utilise in the formation of P 12 f^e w’liglits pertaining to the 
prices 1 -\- a",, etc., viz. 1 -f- 1 -f- First let us eoinhino the two sets 

of Weights after the manner prescribed by the Hritisli A.ssoeiation Comniitte*,' 
of 1887. Tliat is, for ii\ in the last paragrai)}i wo shall suhstituto |- &'i), 

and HO on. Tho index-number will be steadier because the compensation of 
deviations (on tho part of tho ^’s) is more fully carried out. 

Tho liko advantage attends tho method of utilising both wi'iglits proposed 
6y Marshall in 1887 and ropoatod in 1923; and Profes.sor Fisher’s “ideal” 
indox-nuinbor. 


A A 2 
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best, perhaps, to employ for the construction of the links that 
form of average which IMr. Walsh independently invented and 
recommends as best, wliich Professor Fisher regards as the 
“ ideal ” index-number.^ 

The series of averages Pq^, which form the links of the 
chain might be compared to observations at successive times 
of a thermometer : physical measurements, yet indicating 
changes in subjective quantity. In these fivcrages it might have 
been hoped that Mr. Walsh would find realised liis ideal of a 
measurement as objective as “ measuring temperature ” (83). 
Temperature is but an average (of molecular energies). But 
the Measurer of General Exchange Value — notwithstanding some 
slight concession to the use of Probabilities (112) — still refuses a 
position of collateral importance to our secondary problem, 
still regards it as “ a problem in probabilities entirely irrelevant 
to the main sulqect ” (p. 101), Cf. p. 138). 

II. A})parcnt differences due to misinterpretation. — Less funda- 
mental difference-^ may better admit of being reduced by mutual 
explanation. Especially may this be hoped when the differences 
exist in the writings rather thati in the minds of the disputants : 
apparent dilTcrcnces due to careless and ambiguo\is expressions. 
For instance, there is an explanation of the inconsistency sur- 
mised by Mr. Walsh between the rc(‘ommendation of “ aggre- 
gates ’’ in the Economic Journal for 1918 and the recommenda- 
tion of the formula numbered (10) by Mr. Walsh in the British 
Association Memorandum of 1887 (p. 200). The term “ aggregate ” 
in the passage first referred to was not used in lh(» specific sense 
assigned to it by Mr, Walsh and others, but in the general sense 
of an “ arithmetical ” combination contrasted with the iMedian 
and Geometric ]\rean considered in that context. The term 
aggregate in this general sense included formula (10). Again, 
it was not intended to disparage the use of two variables as 
representative of several (108), when, as in the reasoning just 
now^ employed, “the propositions there enunciated are leadily 
adapted to any finite number ” of variables— to repeat the 
proviso made on a former occasion to justify this sort of abridg- 
ment (E. J., 1910, p. 443). 

A less easily unravelled misinterpretation arises from the 
circumstance that in this problem we have generally to deal 
wath samples. Sampling involves the theory of probabilities 
in no simple fashion. The subject occupies three chapters of 

* Mr. Walsir.! formiiUi (0), Prof«‘3-50r Fislior’.s forimili, 

^ ^'hPi 
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Mr. Yule’s treatise, and some thirty of Mr. Bowley’s pages 
{Outlines of Statistics, chs. xiii, xiv, xvii ; Elements of Statistics, 
pp. 277-284, 329-337). It is not to be supposed that these 
powerful intellects were exercised so long about the simple 
“common-sense probability” (114) to which Mr. Walsh w^oiild 
have us restricted. On the contrary, they deal with the theory 
of errors, the most difficult and delicate part of the calculus, as 
Laplace remarks. It is a subject almost as many-sided, almost 
as provocative of controversy among those who sec each only 
one side, as Political Economy itself. 

Much logomachy arises from the presence of different assump- 
tions in the minds of the disputants. Probability, as Mr. 
Keynes has properly insisted, is always ndative to our know- 
ledge; and it may be added that the methods of calculating 
probability vary with our data and hypotheses. 

To illustrate this peculiarity, let us adapt one of Mr. Walsh’s 
happy metaphors. “ The process of comparing j)rice-levels is 
rather like trying, on an always billowy sea, whicli has a flat 
bottom, and in which the (|uantily of water constantly varies, 
to obtain its levels (such as they would bo if it were still) by 
averaging the various heights of different S('ctions of the waves 
above the bottom (the zero base) ” (70). Let us suppose that 
the surface of which the average level is to be ascertained is 
that of a creek connected with the outside sea in such wise that 
the height varies with the rising or falling tide. It is a sequestered 
creek, “ in scccssu longo,” yet not so completely tranquil as that 
in which the storm-tossed followers of yEneas sheltered. In 
some places the surface is only rullled by gentle ripples, but 
other portions of the surface arc rumpled into the troughs and 
crests of a confused sea. Suppose tliat our means of observa- 
tion consist of an apparatus by which we can ascertain at any 
moment the area -or “section” {loc, cit.)-oi a billow, say 
and its average height, say that equals the quantity 

of water in the column standing on the area q^. If now our 
observations extended over the whole creek, of course '^p.q. -f if/ 
would give the quantity required, the average level of the creek, 
say P. But if wc are limited to samples, observations taken 
at several parts of the creek but not over the whole surface, it 
is by no means certain that the said simple formula will afford 
the best value of P. With respect to fluctuations of equal area, 
it is certain that observations taken on more tranquil portions 
of the surface carry more evidential weight ; their average is 
liable to a less probable error than the average of the more 
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dispersed observations obtained from the much-disturbed surface. 
So it becomes a nice question, “ how much,” in the words of 
one of the papers condemned by our author, ” the principle of 
quantity should be cut into by the consideration of fluctuation.” 

Now let us vary the hypothesis and suppose that our queesitum 
P is the average height of the houses in a town; that height 
which being multiplied into the area built over will give the 
cubical content of the buildings. It would not now bo advis- 
able, it might deserve the sarcasms of Mr. Walsh, to allow more 
weight to the observations of height in districts where there 
is greater uniformity of height. For there is now no guarantee 
that observations made in those districts may do duty for 
heights in other quarters as representatives of the sought 
average. It may well happen that uniformity of height is 
characteristic of small low houses built on a uniform pattern, 
for the use of the poor, while the loftier structures reflect by 
their diversity the variety of tastes which the rich are free to 
indulge. 

From this illustration our readers will understand the rele- 
vance of the hypothesis that the change in general prices is con- 
nected with a common cause, such as a change in the quantity 
of money, or some less distinctively conceived agency which 
tends to affect each constituent of the average with one and the 
same increment — apart from the proper fluctuation of each due 
to sporadic independent causes. This is what our critic has not 
realised. He continually criticises methods appropriate to the 
creek as if they were applied to the case of the city. He ignores 
the relevance of more or less distinct knowledge about the 
circumstances on which it depends whether a good and stable 
average is obtainable. It is as if the prescriptions given by 
medical science for different cases were applied indiscriminately 
by one not conversant with the symbols of pharmacy. The 
confusion would more readily be incurred by one who believed 
that in reality there is only one case. 

In this connection it may be admitted that if we are restricted 
by practical considerations to one prescription, it should not 
include adjustment of weights on grounds other than mass of 
value, nor other refinements, such as the use of the median. 
These are counsels of perfection, hardly adapted for common use ; 
” if in the present state of statistics and public opinion it appears 
too difficult and delicate a matter to weight the data on the 
principle of fluctuation” (loc. cit, p. 288). ” It may be doubted 
whether the practical worth of these subordinate modifications 
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corresponds to their theoretical interest ” (ibid, p. 268 and 
context). If we are limited to a “ general purpose index- 
number (in the phrase of Professor Wesley Mitchell), that formula 
for general use should be a familiar one (E. J., 1898, pp. 189, 
197). 

The counsels of perfection were offered in a spirit which 
Mr. Walsh should appreciate, as being in harmony with his own 
excellent advice about the treatment of the problem. “It is 
a mathematical problem, needing to be solved in theory first ” 

. . . “ The others (‘ practical men ’) should take the solution of 
the problem of averaging from the theoretician, modifying it 
to suit their practical purposes ” (89). 

Altogether a considerable reduction of differences might 
be hoped for from mutual explanation conducted with good 
temper. But it could not be expected that any third party 
would follow with interest the process of disentanglement. 
Moreover, there would remain a certain amount of dissent, due 
to differences regarding the technique of Probabilities. I pro- 
pose to exhibit the issues thus raised in a third section ; which 
will be more appropriate to a Statistical tlian an Economic 
Journal.^ 

F. Y. Edgeworth 


^ Seo Statistical Journal, July 1923, 
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Union Congress and tlie Labour Party. 10-2. Pp. 76. 8vo. 
Price 2.5.) 

British and Conllncntal Labour Policy. By B. C. De Mo^T- 
(JOMERV. (London: Kogan Paul, Trench, Trubner & Co. 
1022. Pp. xxvii I- 575. 8vo. Price 2Lv.) 

Labour Policy — False and True. By Lymmon ]Ma('asse\-. 
(London: Thornton Butterworth. 1022. Pp. 320. 8vo. 
Price Is. Cd.) 

The aftermath of tlie Great War must be linked in many 
memories with industrial strife and “ labour unrest.” That 
warrant is being given for some pessimism cannot be denied; 
and yet these three books should, we think, beget a wholesome 
trust in the relations of British em])loyers and employed. While 
ugly facts and gauche sentiments could not be hid in such a 
wide minute survey, we have gained the broad impression from 
these keen searching scrutinies that the balamed temix*r and that 
discreet love of compromise which, illogieally })erha])s, avoiding 
both of two extremes, seeks and finds a middle course have imi 
deserted the great mass of ea 2 >able British niaiiufacturers and 
merchants and sterling British working men and women in recent 
troublous times. 

The huge waste (jf wealth caused necessarily or increased 
2)erversely by belligerent and later operations has removed t! t* 
ground, never very sure, beneath large ho])es of grand “ ivcuu 
struction.” But the informing com])ari.soji made by Mr. I 
Montgomery of the “ political labour movenu'nt and labour 
legislation in Great Britain, France and the Scandinavian coun- 
tries ” between 11)00 and 1922 must, we feel, be considered to 
have demonstrated, in favour of the first of tJic five nations 
concerned, not a few su 2 K*rior advantages, though he has pointed 
also to impending danger and existing drawback. In a similar 
vein of justified congratulation wc read Mr. dynes’ preface to 
what he describes, with a partial regard that may be forgiven, 
as the record of the ” immense amount of service rendered by 
Trade Unions to millions who benefit from their work.” He 
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states the gist of the “ achievement recorded in detail in tlic 
first of the books we are noticing. The source from which it 
issues cannot be susjjceted of any inclination toAvards the claims 
of Capital, and the commentary betrays the twist caused by 
Labour’s obsessions. But who of cither party, or of the public 
that must benefit by industrial peace and sulTcr from its breach, 
can but rejoice to hear such words as these I - - 

“ The duties of negotiation no longer come with any element 
of surprise. In most industries those duties proceed with 
automatic precision. Councils, Boards, and fixed Conferences 
bring together representatives of the two sides, and Agreements 
arise as the result of discussion and bargain. There are failures 
and breakdowns. There arc occasions when dilTerenees arc 
so acute that agreement cannot be reached, and accordingly 
tlicrc are industrial stoppages. But stoppage's are few in 
comparison with the number of cases amicably settled through 
the medium of negotiation.” 

'riiis most recent well-authenticated narrative of what has 
been done, in the main by “ non-enforceable ” agreenuMits, can 
be commended to our croakers. It has confirmed our own 
persuasion, derived from previous English and American litera- 
ture, that on the crucial question of “ industrial peace ” we are a 
generation in advance of the Ihiited »States. TJiat is one handicap 
to note when we are reckoning fearfully the pace of our most 
formidable competitor in business enterprise. 

Nor docs Sir Lynden Macassey's candid “ study in economic 
Instory and industrial economics ’’ give a contradictory verdict. 
His frank erpose of the miscalculation and })rcjudice of Labour's 
false policy,” and of tlie costly errors and disastrous sequel of 
much governmental action in industrial alTairs, does not exelude 
a sanguine outlook. In the third, most novel, section of his book 
the statement of the “ right relationship " between employers 
and employeil ])oints clearly and emphatically to likely means 
of marked improvement. A writer, who has the “ utmost con- 
fidence,” born of a wide and “ practical ex])erience,” in the 
‘‘ robust common sense of the British employer and the British 
workmen ” could not be discouraging. Let us note his actual 
Avords : — 

” Time after time, during the Avar, Avhen an industrial 
catastrophe seemed inevitable, I hav^e seen common sense, 
acting on the national genius for compromise, serve to prevent 
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both sides from going over the brink of the abyss that sud- 
denly yawned. Along these principles a solution can bo 
secured that will be stable and satisfactory alike to employers, 
the workers and the community.” 

This is the heartening speech of British practicality. It 
corroborates the view that in these timely books, taken together, 
a good dose of invigorating tonic is administered by no ignorant 
or bungling hands. The accord of such a trinity of experts is 
welcome, when some gloomy friends bid us mournfully despair 
of the commonwealth, and other avowed or secret foes predict 
with acrid glee its murder. 

The books ov('rlap. That for which the Trades Union Congress 
and the Labour Party arc jointly responsible is concerned with 
only one of tlic to])ies treated by the other two. But Mr. Do 
Montgomery and Sir L^mden Macassey travel over mucli the 
same ground, so far as the lime covered is that occupied by the 
war itself and that whieli lias since elapsed. They differ in some 
of their interpretation of conduct and incident, and the larger 
treatise of the Swedish writer, going further back, embraces 
reference to P>anco and Hcandinavia. On what has in fact 
occurred there is, substantially, accord between the three. 

“ Industrial Negotiations and Agreements ” are discussed 
under the two divisions of “ legally enforceable ” and non- 
enforceablc ” agreements. The tem])orary intervention of tlio 
State during the War to “ control labour supiily,” to wliich the 
“ establishing of rates ” of wages was a necessary corollary,” 
is, not unfairl}^ dismissed «as “ rough and ready machinery/' 
which, working with “ much friction,” could be justified alone 
by the ” paramount importance ” of the ” national interest.’ 
More attention is fixed on the more pm’manent institution oi 
Trade Boards, settling “ minimum rates ” which “ tend,” ‘‘ if 
practice ” to bi^como ” maximum rates,” and on the provision^ 
of the Coal Mines Minimum Wage Act of 1912. But, we aie 
reminded, “ compulsory arbitration has always been rejected by 
the British Labour movement.” That stubborn attitude should 
be rememliered, though it is overlooked by superficial precipitate 
apostles of the gospel of harmony. It is a significant, but not 
discouraging, consequence that “ non -enforceable ” agreements 
have been most instrumental in preventing strife and conserving 
peace. In this direction, where the guarantee is furnished by 
Trade Unions on the one side, but also by powerful combinations 
of employers on the other, as the means of representative negotia- 
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tion, the advance has been considerable. The service done is 
great. The most useful and felicitous office has been the opening 
of easy ways for interpreting, and adapting to the special con- 
ditions of particular localities, or undertakings, or classes, or 
individuals, the terms of a general arrangement made for whole 
industries or entire districts. As a mode for staying the develop- 
ment of a petty grievance or a minor misunderstanding into the 
dimensions of a large and long strike or lock-out such mechanism 
has amply proved its worth. 

Of “ conciliation,” “ arbitration,” or that “ mediation ” wJiich 
brings the disputants together, or reduces to the vanishing minimum 
in quantity and (piality their difTercnces, or, at the psychological 
moment, bridges the separating space, tlie first has in practice 
been most often, most widely and most successfully invoked. 
The entry of the State, following the lines of the third rather 
than the second, has been pushed forward, notably in the CVin- 
ciliation Act of 1896, and, since the War, in the Industrial Courts 
Act of 1919, and it is possible, or probable, that a still further 
move should be made after the pattern set by Canadian legisla- 
tion, insisting on preliminary public inquiry into the merits of a 
quarrel where the continuance of work of public utility is threat- 
ened with interruption. But, the pamphlet before us argues, 
the Whitley Councils, perhaps the most outstanding consequence 
of the War and its aftermath in this connection, have, in almost 
every case, in wage-arrangements, followed the ” old lines,” 
and brought nothing “ new or revolutionary,” and the^y represent, 
conspicuously, the method of ” conciliation." The example of 
compulsory arbitration, in New Zealand, once so vaunted, does 
not now invite imitation. In Chapter IV, by contrast, of this 
pamphlet, on the “ pres(*nt organisation of negotiating machinery 
and inter-union a(?tion,” and Chapter V on “ collective agree- 
ments,” we can inspect the abiding and indubitable triumph of 
conciliatory schemes, showing a great variety of clastic detail 
and applying to a considerable number of the important industries 
of the country. The record is jdain. JIuch, very much, has 
been accomplished. The literal facts are faithfully exhibited, if 
the complexion of some obiter dicta is coloured so as to suit the 
roadoTS for whom they arc specially intended. 

In the final chapU'r, on sliding scales, a curious evolution is 
traced from the growing disfavour, and, compared with former 
prevalence, the almost total disuse, of the old type of scale in 
which changes of wages followed on fluctuations of selling prices, 
to the extensive introduction of the new mode, by which 
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movements in the standard cost of living lead to a rise or fall of 
remuneration. Experience disclosed certain drawbacks in the 
former — an expedient once hailed, with perhaps ill omen, by a 
sober economist as the “ greatest discovery ” in the distribution 
of wealth since Ricardo’s enunciation of the theory of rent. 
Still affecting, we arc here told, “ over 80 per cent, of the iron 
and steel workers,” it concerned by 1922 “ only about 0’2 per 
cent.” of miners, while at least 80 ” scales of the second sort 
w'ere in operation, dealing, so it was estimated, with some 
25 millions of workers. But nevertheless they have “ not been 
adopted by some of the largest and most important classes of 
workers, nor, in some cases, where they are in force, have they 
been regarded as satisfactory by all the w’orkers.” From both 
sides, as with the earlier scales, details have attracted criticism 
and provoked objection, such as those of the construction of the 
“ index-number ” used. But, furthermore, Labour, recognising 
that the arrangement leaves Unions free to “concentrate ” upon 
an improvement in “ real w'ages,” may yet wish to dispute the 
basio rate. Capital, on the other hand, remaining liable to 
such annoyance, may be mulcted so heavily by the lack of 
correspondence of the rate of w'ages to selling-prices, or to tlie 
expense of other factors besides labour in the cost of production, 
as to lose or forfeit custom, and may withdraw^, wdllingly or 
perforce, from investment and from enterprise, because the risks 
become too formidable. From the standpoint, too, of the rest 
of the community. Sir Josiah Stamp lias lately urged, w^age- 
earners have no equitable right, or at least no indisputable claim, 
to be saved from participation in the loss occasioned by diminished 
or impaired production. That may be rcllectcd in a rise of price 
of the constituents of their liveliliood, and at the moment we 
arc confronted by the waste of w^ar, aggravated by inflation, 
ft is relevant to add that the recent agreement in coal-mining 
involved recognition, though it may be in a shape not fitted to 
satisfy, of a third variety of scale, whereby wages would depend 
partly upon profits. It is treated inadequately here as a reversion 
to the old first type. 

TJiis compact report, witli its appended charts, is very fruitful 
in suggestion ; but it has now detained us long enough, and we 
pass on to Mr. De Montgomery’s elaborate and important treatise, 
filling seven times as many closely-printed pages. For full 
appreciation this would obviously demand the careful repeated 
study by its readers which evidently has been given to its pn 
paration by its equipped industrious author. Within its limit‘d} 



1923] 


INDUSTRIAL POLICY 


357 


which are wide, it is indeed exhaustive. No pains have been spared 
to get at all the facts. No trouble has been avoided to ensure 
their full and fair statement. The general plan is easy to grip, 
and the detailed execution does not fall short in clarity of exposi- 
tion and logical arrangement of material. With most of the 
commentary and reasoning we find ourselves in substantial, if not 
entire, agreement, though we can understand that some critics 
should take offence at very positive pronouncements on vexed 
questions, and at censure, or approval, that certainly docs not 
lack confidence or decision. Discussing, first, separately, the 
general development of the political labour movement in each 
country treated, Mr. De Montgomery then attempts a summary 
survey of them all together; and in the second portion of his 
book he deals with “ special issues ” of “ labour policy,” such as 
tlie legal position of trade unions, conciliation and arbitration, 
unemployment and nationalisation. The “ study ” is based 
primarily on ” official documents and authoritative expressions of 
opinion,” but information has also been got from the “ great 
mass of Labour literature ’’ and from “ correspondence and con- 
versation with politicians. Labour leaders and employers.” 

Our author has cast his net wide, and we detect few omissions. 
We might indeed suggest that for France Dr. Estcy’s Revolutionary 
Syudkalism should have been consulted, and that a disproportion- 
ate use, which is not, however, unnatural, is made in the English 
.section of a Scandinavian authority. Some, too, of the evidence 
of English origin docs not, \\c think, carry the full weight attached 
to it here. We doubt whether there is sufficient warrant for 
declaring that ” Made in Germany ” ” opened the eyes ” of 
many people to the ” precarious industrial situation ” of our 
country ; nor should we subscribe without reserve to the account 
given of the industrial outlook of England just before the War. 

again, are bold enough to hold, and to assert, that uncon- 
scious, still more, conscious, Socialism would misrepresent the 
real permanent convictions of the bulk of the rank and file of 
English labour. Such a creed, or some of its best-known articles, 
have been slimly brought into prominence by the tactical craft 
of the astute intellectuals of the Labour Party, and the infection 
has been subtly spread, we regret to note, through membership, 
temporary, if not permanent, of the staffs of some government 
departments. Capturing at any rate the authoritative vehicles 
of public expression a clever advertising coterie, so it appears to 
iia, has, for the time, dragged in its train, with unwilling, if it be 
politic, acquiescence, the less vocal, but not less statesmanlike. 
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Trade Unionist officials of the older, soberer, more responsible 
type, while younger inexperienced agitators have vented defiantly 
their enthusiasni in glad clamorous response to the red flag held 
out to them of internecine enmity to Capitalism and Capitalists. 
Yet we must allow that we do not see how in these circumstances 
it was possible to consider, or describe, the political Labour move- 
ment, even in this country, as not becoming more and more 
tightly tied outwardly to the fetishes and dogmas, the positive 
large overthrow and the vague negative reconstruction, for which 
open and avowed Socialists feel, and exhibit, a complacent but 
servile regard. Nir Lyndeii ^facassey, we understand, supports 
sojue such view of the inner position as we entertain, but it is 
(Certainly this apparent common trend which Mr. Dc Montgomery 
is so careful to trace meticulously bi the earlier portion of his 
book. He contrives, however, to bring out also important 
differences in the process, as it has been conducted, or has moved, 
in the various countries he considers, and not the least merit of 
his treatment attaches to such ajjercus. 

In France the great number of small independent employers 
has been a factor of im})ortance. French Socialism is fissiparous. 
It is less disciplined than that of some otluT countries. The 
origin of the extreme recent type, Syndicalism, is found across 
the Channel, though it has spread elsewliere, assuming, however, 
among Ikitisli working men a different guise. Mr. I)e Mont- 
gomery notes the curious contradiction that, while present social 
and economic inequality in l^ritain can be traced in large measure 
to the uneven distribution of landed property, dating far back, 
tlu; average; British labourer posse.sses and displays the “ practical 
sense ” and the “ d( liberate mind ” associated in tlieory and fact 
with peasant owjkts. Unlike the “ k)gical ” Freneliman lie givc's 
his regard, not to the final goal, but to the next step. He is not 
usually swayed by large ideas, and Sir Lynden Macassey instrue 
tivcly maintains that the; plain man in his ranks cares little, if at 
all, for the vast projt'cts of his Socialist instructors, and is not at 
heart concerned to push through to th(‘ bitter end, with such 
])rompting, a class war.” Indeed, Mr. Ue Montgomi;ry shows, 
the “ aristocracy ” of Labour often keeps j)roudly aloof from tlu' 
lower “ democracy.” On the other hand, as he argues with much 
force, “ ca* canny ” is the most obvious danger which now 
jn(‘nacc‘S the economic future of Great Britain, needijig, especially, 
as slu; does, a maintenance of output in proportion to her popula- 
tion. in France, by contrast, tJie w'orkman is so “ realist,’' that 
he fastens hi:; lUitice and directs his efforts to increased production* 
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He welcomes, so w^e are assured, even “ labour-saving ” machinery, 
and he is not suspicious of “ scieutific inaiiagemeiit.” Similarly, 
Frencli Socialism is compelled to compromise with peasant ow'ner- 
ship, and such private property in land is inconsistently counte- 
nanced on the specious plea that it is held for “ use ” ajid is not 
worked for “ profit.” 

Examining the position in the Scandinavian countries Mr. I)e 
Montogmery shows that in Sweden, where a Socialist Ministry has 
held olTice, and, as in Norway and J)enniark, much State activity, 
and large Stat() property, exist, the presence and the claims of 
[)easant proprietors have too to be borne in mind by recon - 
structors, and it has been laid down ex])ressly that nationalisation, 
before recognition or extension, should prove itself compatible 
with increased output. In Norway, however, Socialism of a 
violent hue, seeking alliance with Jkdshevism, is noticeably 
evident, but in Denmark the labour movement is at once older 
and more moderate than in the other two Scandinavian lands. 

On separate subjects Mr. De Montgomery is equally informing. 
We would direct attention to a few of his remarks. On the exact 
character and results of the Osborne judgment he sheds new 
light. It would be dilficult to dissent from his conclusion about 
unemployment that the rate of wages must, in the end, conform 
to the supply of and the demand for labour ; nor could he easily 
he shown wrong in the emphasis placed, in liis treatment of 
nationalLsation, at any rati' as a general policy, on the paramount 
need of maintaining private thrift, although, when he turns to 
special applications of the idea, he rightly, no less aptly, argues 
that the common allegation of the evil of bureaucracy should be 
weighed according to the particular circumstances. He perti- 
nently points on the former question to tlio prevalence of the k'ss 
perplexing ” seasonal ” and the absence of the more ditlicult 
‘‘ cyclical ” unemployment in France and Scandinavia compared 
with Britain, and on the latter matter he again refers to the larger 
extent of State property in the foreign countries contrasted with 
our own. Nor is it without signitieance that, as he says, “ collec- 
tive agreements ” on wagi*s and conditions of work have received 
legal sanction abroad, while in England the situation can he 
summarised as “ voluntary quasi-arbitration combined with semi- 
voluntary conciliation.” 

Sir Lynden Maeassey’s contribution to the “ labour problem ” 
has justly been greeted by the public and by many experts as 
an illuminating timely essay. He writes, he reminds us, neither 
as employer nor as politician. Bui he claims experience gained 
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from ‘‘ some three tliousand close and intimate conferences 
during the war witli employers’ organisations, Trade Union 
executives, district and branch committees, together with many 
mass meetings ... to say nothing of having ojie^s finger daily 
on the pulse of over one million men.” He is, his readers will 
gratefully testify, a shrewd, independent critic and a keen sensible 
observer. His attitude throughout is “ realistic,” and we feel 
that we arc in intimate contact with concrete men and things and 
are not put off with any abstract speculation. The air is free from 
mistiness, the wind direct and strong, the temperature bracing. 

Sir Lynden is an unsparing critic of what he describes in his 
first part as the “ false policy ” of Labour, and he shows no 
hampering scruple in judging “ Government labour policy ” in 
his second part. But, while he animadverts severely on mistakes 
made by the Government during the W'ar, as in idle menace 
followed by tame concession, or in tardy attention to a critical 
situation whicli required strong prompt notice at the outset, 
he affirms the necessity, and urges the advantage, of labour 
exijhanges as an effective instrument for dealing with pressing 
matters that could not lx? burked, lie holds stoutly that the 
temporary provision made for unemployment, large and lavish 
though the expenditure w^as, prevented a more perilous upheaval, 
and he maintains that a distinct Ministry of Labour is now still 
required to fulfil important duties. Similarly, he demonstrates 
his impartiality and exhibits his sagacity in what he says about 
Labour, its leaders and its rank and file. He properly distin- 
guishes betw'oeii the former and the latter. As we have 
remarked, he treats the average British workman as an ordinary 
British citizen, animated by a love of fair ])lay and guided by 
a sense of wffat is just. He has, Sir Lymhai contends, no de(*p 
affection for Socialism, and no determined penchant for cla.ss 
strife. The “false” Labour policy announced by some who 
profess to " lead ” sets its face erroneously against “ Capitalism,” 
which it misdescribes, or misconceives, and it fancies nebulous 
vague phrases rather than w'orks out or puts forward definite, 
careful, tangible plans. And yet, as Sir Lynden shows in what 
w^e deem his most valuable thir<l part, industrial discontent 
should not surprise. TJic “true” Labour policy explores its 
caus(\s, ami seeks their removal. 

The workman may be crudely ignorant of economics, he 
may not know, or may miscalculate, the factors of wage-deter- 
mination, and ho may draw WTong inferences from the spurious 
prosperity of the l)igh prices and sw'ollen earnings of w'ar-tiiuc. 
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Bat genuine and potent reasons for discontent can be discovered. 
'I'licy can be found in increased education begetting, or nurtur- 
ing, a natural desire for an improved standard of general comfort, 
in a bad environment of housing and the like, in a justified dread 
of recurring unemployment, as well as in widespread suspicion 
of the motives and the behaviour of employers, and in a belief, 
confirmed by events, in the power of agitation to extort con- 
cessions. Even a “ ca* canny ” policy, temporarily advantageous, 
though finally injurious, may find apology, if not excuse, in the 
extreme subdivision of labour accompanying mass-production, 
which robs the individual w'orker of all interest in a fine, finished 
product as a wdiolc, and substitutes, with deadening influence, 
monotonous, perhaps automatic, repetition. 

To meet these conditions, some of which, wc fear, seem inevit- 
able, Sir Lynden suggests various modes of conduct, by w^hich 
the three essential requirements of ‘‘ contentment, co-operation 
and production ” in industry may be guaranteed or at least 
promoted. He examim\s indeed shrew'diy and suggestively what 
should be the right relationship of Government to industry and 
that betw'cen industry and the community. But he is most fresh 
jind most apposite in his treatment of the right relationship 
between employers and employed. Here he insists on recognition 
of the human aspect and aptly urges tliat the possession of 
technical ability docs not involve command of the supreme art of 
management of men. The one, however, is sought for high and 
low, and is handsomely remunerated. The other is too often 
lost sight of altogether, or is treated as of minor or subordinate 
consequence. Yet 8ir Lynden but reinforces here the known 
fact that the attitude and deeds of the foreman who is present 
are a more fertile source of irritation and a more obstinate cause of 
friction than the disposition or the conduct of the employer who 
is in the background. 

As we bring to a close our notice of tliesc three interesting 
books we would repeat that, together, they supply the harmonious 
component parts of a faithful picture of the existing state of the 
industrial world around us, which should be seen, and inspected, 
by every economic student. We are glad to think that they also 
offer cheering glimpses of a bright future for our country. »Such 
rational expectation, resting on firm fact, should discount the 
influence of the fantastic whims of academic Socialists and of 
the sombre forecasts of political Cassandras which have lately 
got exaggerated hold of popular apprehension. 

L. L. Prick 
n 11 
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EARLY LIVERPOOL COTTON IMPORTS AND THE 
ORGANISATION OF THE COTTON MARKET IN 
THE EIGHTEENTH CENTURY 

The early history of the cotton trade of Liverpool is wrapped 
in some obscurity. The year 1758 has been generally accepted 
as the date of the lirst importation of cotton, on the authority 
of Sir James Picton, wlio recorded in his Memorials of Liverpool 
an isolated advertisement of November 3, 1758, offering for 
sale by auction twenty-five bags of Jamaica cotton.^ An earlier 
advertisement than this, however, was brought to light by Thomas 
Ellison, who recounted almost gleefully, in his (Heanings and 
Reminiscences, the fact that he had been able to antedate “the 
hitherto-accepted earliest announcement “ by some seventeen 
months.- Ellison was evidently convinced that there was no 
regular importation of cotton into Liverpool prior to 1757, but 
merely occasional receipts of “ small (piantities of tlie staple.” 

That there was a small but steady flow of cotton into the 
port by 1750 is evidenced in the early issues of Liverpool's 
first regular newspaper, which appeared in that year.® The 
first five numbers of the paper (|uote, under the heading “ Prices 
of (hjods at ilarket,” Sugar, Cotton and Rum as well as Wlieat, 
Barley and Oats. The first seven numbers show that between 
^lay 28th and July Otli, 1750, over 400 bags of cotton arrived, 
mainly from Jamaica, but including also four bags from North 
Candina. Unfortunately in subsequent issues no statistics are 
given, but tluTc are frequent references to the receipt of cotton. 
On this foundation it seems safe to assume that by 1750 the trade 
of Liverpool in cotton was of fair standing, and this is actually 
borne out by still earlier evidence. 

In 1721 the Act was passed which prohibited the use of 
printed or dyed calico, even though the processes of printing or 
dyeing had been performed in this country. The prohibition did 
not extend to fustiaiis, and printed fustians in consequence became 
important. The jealousy of the woollen manufacturers led them 

' J. A. Picton, Memorials oj Liverpool (1875), i. p. 207. 

- 'r. Ellison, (jleaninys and lieminiace.ncta (1U05), p. 1. 

® W illvunaon a Adveriiaer, a weekly newspaper. The fiivit miinher appean il 
28th May, 1750. 
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in 1735 illegally to conduct propaganda againsst the wearing of 
these fustians and even to proceed against the wearers.^ In the 
immediate outcry which followed many petitions were presented 
to Parliament for the interpretation of the Act. Among them was 
one from Liverpool merchants interested in the import of cotton, 
who petitioned “ in behalf of themselves, and other the Merchants 
and Traders in the said Town of Liverpoole, and also in behalf 
(jf the Manufacturers of Fu.stian, and the Dealers therein, in 
the several Counties of Lanea.ster, Chester and Derby.’* ^ The 
nature of Liverpool’s interest in the fustian trade was explained 
by the evidence of a Liverpool merchant, .John Hardman, given 
on behalf of the Maiichester petitioners.® The port profited coii- 
siflerably by the triangular trade between England, Guinea and 
tJie West Indies ; woollen goods were exported to (hiiiiea, slaves 
()l)taincd in exchange, carried to tlie West Indies, and there 
bartered, togeth(‘r with miseellaneous nuTchandise, for colonial 
produce w'hich was brought to tins country. Among this produce 
emphasis is laid upon cotton “ which is taken in last, and is 
One-fourth Part of the Loading of most of the Ships which come 
from thence, and is chiefly made use of in the Manufacture of 
Fustians.” As much cotton w'as imported annually into Liver- 
pool from the West Indies, according to Hardman’s statement, 
as W'hcn manufactured would amount to about the sum of 
and he himself claimed to have sold each month for 
several years past 100 bags of cotton, of an average weight of 
200 lb. per bag. The course of trade described by Hardman 
cannot have been of long duration, since the African trade was not 
#hrow'n open until as late as 1730. P<Thaps even in liis time, in 
view of the success already attained by the Liverpool merchants 
in driving their Bristol rivals out of the West Indian trade, cotton 
W'as brought to Liverpool also by ships which traded ilirectly 
with the West Indies and took no part in the African trade, in 
1701) only 84 ships in all were owned at Liveipool,'* while by 1752 
they numbered 220, of which 106 were engaged in the AVest 
Indian and American trade.® By 1770 the total number of ships 
had risen to 309.® 

^ (L W. Danirls, 77a’ L'tirh/ Etnjlish (\>ffon / tulufifr./, pp. 2a 

^ Journals of the Ilousr of ( 'ouimons, xxii. p. r)l>2. 

® 5(}G--5G7. John llanhium ia described by rieten ns having' roine 

to Liv(‘r[HH)l from Hochdnle. lie was eleeto<I inoinlu'r f<*r the boroii{;h in li>)4, 
nud (lied a few months afti'r oleetion. Mnnoruils of l.iturpool, i. p. 1S4. 

* KiUticld, History of Lernpool (17711), p. G7. 

® lAvrrjiool Mt uionunluin liook\ 17.7^1. 

“ Enfield, op. cit., p. G7. 

11 B 2 
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It is possible only to guess at the extent of the Liverpool cotton 
import from the indications given in Hardman's evidence : prob- 
ably it was not much more than 2,000 bags. In twenty-eight 
weeks of 1769 over 2,000 bags arrived, including more than 300 
from Leghorn and Lisbon and 20 from North America.^ No 
complete statistics arc available until 1770, when 6,043 bags — 
more than one-quarter of the total importation of cotton into 
the country — were received.^ The rate of increase in the import 
of cotton into the country between 1781 and 1791 was nearly 
320 per cent., but Liverpool’s rate of progress was even greater, 
so that it gradually drew away from its rivals, Glasgow, White- 
haven, Lancaster and Bristol, and approached nearer to London, 
up to that time the premier j^ort for cotton. From 1790 to 1792 
Liverpool easily outpaced London, then fell temporarily behind 
for two years, but held the lead steadily from 1795 onwards.^ 
Liverpool's sliare in 1801 was 98,752 bales out of a total for the 
country of 260,485 bales.'* 

Just as in point of time the beginnings of the cotton trade 
in Liverpool have hitherto remained obscure, so also the accounts 
which exist of the early organisation of the market present aspects 
first of confusion and then of simplicity which are not supported 
by a more complete examination of the evidence, and are not in 
keeping with the logical, if slow, development which might be 
expected. It is difficult to recognise the existence of any 
uniformly prevailing custom in Ellison's account,® though he 
was undoubtedly led astray by thinking only in terms of a 
“ trifling and intermittent " import. The growth of a specialisa- 
tion in cotton-marketing is clearly traceable, although it is 
impossible in the eighteenth century to draw sharp lines of 
demarcation between the functions of the various jjartioipant 
'^I’hc general rncrcliant and the general broker precede the cottoti 
merchant; the cotton merchant and the cotton dealer appear 

* Those figures are compilud from the weekly returns given in the existing 
numbers of Williamson' a Advertiser, 

* Enfield, p. 78. 

® Ellison, The Cotton Trade of Great Britain (1886), p. 170. 

* J. A. Mann, The Cotton Trade of Great Britain (1860), Tables 16 and 27. 

® The Cotton Trade of Great Britain, p. 165. “In tho infancy of the trade 
. . . the cotton imported was for tho most part sold to dealers, who retailed it 
to fipinners. . . . Sometimes it was sold direct to tho dealers by private treaty ; 
at other times by auction, either by tho importers themselves or by brokers in 
their employ. Sometimes the dealers themselves attended tho auctions, and 
purchased direct ; ub other times they commissioned brokers to attend and buy 
on their account. Occasionally tho importers sold direct to spinners, but instances 
of this kind were very rare. Occasionally, too, spinners purchased through 
brokers w'hora they commissioned to report on imports and ofloringa at auction ; 
but only a smn.'l business was done in this way.’* 
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before the cotton broker. Only as the supply of cotton rose to 
meet the sharply rising demand could the cotton merchant and 
the cotton broker, as specialists, find a place in the system. 
Even then the merchant was sometimes also a manufacturer, and 
the broker often acted in the capacity of botli importer and 
dealer. 

Merchants of Hardman's type in the early days of the trade 
probably sold by private treaty to the fustian manufacturers. 
The arrivals of cotton into Liverpool at that time must have been 
often irregular, but Hardman’s account of selling 100 bags per 
month rather suggests, if this is not reading too much into his 
words, that it was sold more or less continuously from his own 
warehouse, and presumably to a circle of regular customers. As 
the number of merchants increased, some of them having onl}’ a 
small share in these ventures, it w’ould become the function of 
the general broker to efTcct sales of the miscellaneous produce 
coming into the port. It is noteworthy that after the issue of a 
regular iicw’spaper in 1756 advertisements appear from time to 
time of auction sales of cotton, such announcements apparently 
being inserted by the broker conducting the sale. An examina- 
tion of these announcements, however, as regards the amounts 
offered and the circumstances of the sale, leads to the conclusion 
that only a small portion of the cotton arriving was sold in this 
way. One may consider with good reason that auction sales 
v.'cro resorted to wdien damaged stocks were offered, or when for 
some reason a quick sale was desirable or necessary in tlie interests 
of the owner. ^ This view is strengthened by the fact that some 
of the importers of colonial produce had cotton and other goods 
on offer for private sale at their own warehouses, and advertised 
these in the papers without particular specification of quality or 
quantity.* 

In 1766 there were 1S7 merchants in the town and not more 
than twelve general brokers.* The eighteenth-century broker was 

' Tho following extracts ore from nUvrrtiseinents in Gore's Liverpool (lencrol 
Advertiser (hercaftcT cited as L.G.A.) of 1784. 1st. April : “ To bo peremptorily 
Sold by Public Auction ... 44 bags Grenada Cotton ... for tho purpose of 
settling a dispute respecting tho sumo " ; 8th April : “ 2U bags Damaged Cotton ; 
22nd April : “ 70 lings nnd Poeketa fine St. Domingo Cotton (Now landing out 
of tho Edwards from Jninnien) L7th May: “ 18 Dngs St. Domingo (of ton 
that camo in damaged, but will bo put in gootl order, A Parcel loo.so damaged 
Pitto, 19 Bags undamaged Ditto, being tho Remainder of said Parcel ; .Ird 
•bino: “For tho benefit of tho Underwri 'rs . . . Ill Pockets St. Domingo 
Cotton . . . which received ship-damage, bu is now picke<l and put into good eon- 
dition 10th Juno : ** Quantity of damngt I Spanish and St. Domingo Cotton. 

* Such announcemontfl appear almont w -ekly after 1780. 

(fore's Liverpool Directoryt 1766. 
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a useful go-between, whose chief duties were buying, selling and 
forwiinling, but who could also effect insurance, collect outstand- 
ing debts, and even on occasion act as linguist and accountant.^ 
The first trader to be described as a cotton merchant appears 
before 1770,^ in this part icular case as successor to a firm of cotton 
spinners, but since his name is not to be found among those of 
the importers (jf cotton in the newspaper lists, he should perhaps 
be more properly considered as a eotto?i dealer. A grocer, wiio 
was also a dealer in cotton, ap 2 )ear.s in the 'seventies, as well as a 
dealer in linen and cotton yarn wlio subsequently became a 
cotton merchant.^ Thus by 1780 there were at least two dealers 
engaged in the buying and selling of cotton, but the general 
brokers sold a large part of the cotton imported, and one or two 
of their number who gradually acquired a special knowledge of 
the manufactun^r's requirements were already beginning to act 
as agents on behalf of the Manchester buyers.'^ Jn the directory 
of 1790 four persons arc definitely described as cotton brokers. 
Before enlarging on the significance of this development it is 
necessary to turn to another aspect of the cotton trade. 

It is impossible adequately to appreciate LiveriJool's part in 
the trade without some knowledge of the functhms performed 
by the ^lanchester cotton market and of tlie relationship between 
the two centres. It is simplest to regard Liverpool with London, 
Bristol, Lancaster and Whitehaven as the wholesale niarkcds 
wdiich fed the big distributing centre at Manchester. All these 
wholesale markets were important throughout the cightecntli 
century: Liverpool became the permanently predominating 
market after 171‘5, but its proximity to Manchester, its inlam! 
navigations, its convenience for the West Indian and Ameiicaji 
trade, its progressive policy in the provision of dock and ware- 
house facilities, all counted steadily in its favour before tic 
development of cotton-growing on a large scale in tJic Tbiilcd 
States finally established it in an unassailable position. Tlir 
distribution of the raw material was an important part of Man- 
chester's activity. Up to liie close of the century there w(tc very 
few spinners who bought in Liverpool : the buying w’as done 1)\ 
the Manchester mercliants and dealers, many of whom boiiglit 
from other ports as wxdl as from Liverpool. Thus, in 1779, wlieri 
a false rumour was current that Jamaica liad been captured l>y 
the Trench, two Manchester dealers resolved to buy immediately 

» (Jf. L.G.A., lOili Jurjo, 1790. 

“ Gores Directory f 1709. ® Ibld.f 1774. 

* H. Smithers, Liverpool, Its Commerce, Statistics and Institutions (1825), 
pp. 140-141. 
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in expectation of a rise in price. Some cotton was bought in 
London ; one partner set off to Liverpool and bought there ; 
an express was sent to Lancaster and another to Bristol. By 
these means 2,000 bags were secured. Unfortunately for the 
commercial success of the venture tlie rumour was soon contra- 
dicted, to the discomfiture of the enterprising dealers.^ Tliis 
was a special case, it is true, but at least it gives a clue to the 
methods by which the trade was carried on. At what date dealers 
appear in Manchester it is difficult to say, but it is certainly 
curious to find that by 1774, consequent upon an agitation against 
the dealers, a company had come into existence which “ appar- 
ently existed for the purpose of buying cotton in large quantities, 
and then disposing of it to those wlio would sign an agreement 
to purchase from the company for six months. " The company 
liad but a brief existence and disappeared in 1778. Ten years 
later there were as many as twenty-six cotton merchants and 
twenty cotton dealers in Manelu'ster.^ In 1804 there were more 
than sixty merchants and over forty dealers who traded in cotton, 
or cotton and twist.* 

Moreover, the Manchester sphere of inlliienee radiated through 
tlic ports to most of the sources of sujiply : connections were 
made abroad for the supply of the raw material, some English 
merchants owned cotton plantations abroad,^ while, on the other 
hand, some of the American and West Indian growers had agents 
in the ports. In this latter connection a familiar passage of 
ilobert Owen's Autobiography will be recalh'd whi(*h narrates 
how in 1790 or 1791 the first two bags of Sea Island cotton were 
consigned to Robert Spear (a prominent ^lanchester cotton dealer) 
)>y “ the Liv^erpool agent of the American planter, with a request 
that he would apply to a competent spiniu r to try its quality and 
to give an opinion of its value.* ® The weekly lists of goods 
imported at Liverpool ’ during 1790, stating as (hey do the poits 
of origin and the names of the consignees, reveal some interesting 
facts. Ill the first place an examination of these shows that, in 
spite of the inevitable overlapping of both sets of traders, the 
distinction between the Manchester merchants and dealers was not 
one of name alone. Cotton was consigned with Fiiore or less regu- 
larity to Dauntesey, Ilulme and Co., to *1. Doxon and to A. C legg, 

* J. Slack, Remarks on Cotton (Liverpool, ISia)' UP- ^ “• 

* Daniels, op. cit., p. U)l n. 

» Manchester Directory, 1788. * 

» Slack, op. cit., p. 28; L.a.A., 5th Dec., 1706; 5tli Aug., liDO. 

* The Life of Robert Ou'en. by Himself (Uohn s VaI, I'.rJd), p. 

’ Printed wc(‘kly by L.O.A. 
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and since these names do not occur in the Liverpool directories, 
but are found among those of the cotton merchants in the Man- 
chester directory, there is at least a strong presumption that these 
consignees were actually the MancJiester merchants of that 
name. During the year upwards of 2,000 bags, mostly taken on 
board at Lisbon or Bordeaux, arrived at Liverpool for thos(‘ 
firms out of a total import of 30,000 bags.^ As for the Manchester 
dealers, they for the most part did business in a small way, 
probably buying at the port enough cotton to satisfy the needs 
of their customers for a fortnight or so, and then returning for a 
fresh supply.® 

The records of 1790 also show that tlic West Indian cotton 
was imported entirely by the general merchants, while the bulk 
of the cotton brought from the Mediterranean was consigned to 
those connected most intimately with the cotton trade. This can 
only be explained by the anxiety of the cotton importers to 
establish regular connections where cotton of good quality could 
be obtained, and by the fact that West Indian cargoes were of a 
miscellaneous character and the parcels of cotton but small, 
while, on the other hand, little was brought from Lisbon, Leghorn 
and Bordeaux® but cotton and fruit, individual shipments of 
cotton being relatively large. Again, among the importers of 
the latter were some of the so-called cotton brokers at Liverpool. 
The most important of them, the partnership of Holt and Davies, 
took over 4,000 bags, or nearly one-seventh of all the cotton 
which arrived during the year; to the second of them, George 
Marsden, came nearly 1,000 bags; but to the third, Tattersall, 
came only one or two parcels, and to the fourth, Waterhouse 
came none at all. Evidently then the functions of cotton-brokei.- 
were as yet ill-defined; but all Jiad a claim to the title, becaiiM* 
they acted as buyers or agents on behalf of clients in Man 
Chester and elsewhere. This difTercntiated them from the genenJ 
brokers, who, so far as cotton trading was concerned, acted as 
selling, and not as buying, agents. A buying broker was in 
existence as early as 1778, and was reputed to Jiave bought during 
that year on beJialf of J. T. and W. Edensor, the Manchester house* 
of cotton mercliants.^ Eurthermoro tJie cightccntii-ceiitury 
brokers established a custom which was later to become of con- 

* Approximate figures compiled from the weekly lists of goods importeil. 

2 Slack, op. cit.f f». 20. 

* “ Brazilian cotton was forwarded from l^razil to Lisbon in J’ortugu*’*^'^ 
ships, the Spanish to Cadiz; the French to Bordeaux, Nantes and Jlaviv*. 

'r. Baines, History of the Commerce and Town of Liverpool (1852), p. 754. 

* Srnithers, op. cit.y p. 141. 
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siderable importance, namely, the circulation of market informa- 
tion to their clients. A typical circular sent in 1796 by a cotton 
broker to a cotton merchant at Blackburn is printed in full by 
Ellison,^ 

At the close of the century the Liverpool market was in a state 
of transition. Instead of the division of the brokers into buying 
and selling sections, which is commonly regarded as the next 
stage of development, there came an increase in the number of 
dealers at Liverpool, while the number of the brokers was added 
to only slowly, so that by 1 807 there was a total of tw'enty brokers 
and dealers, about equally divided between the two classes.^ 
It is true that tlie evidence of the directories on this point is in 
some cases conflicting, but this is not surprising, since a clear 
recognition of the duties of the broker came but slowdy. Even 
in 1816 brokers acted as importers and dealers, and Slack laid 
it down that “ the duty, and only duty, of a broker is to be a 
middle-man between the buyer and seller, and not to buy and 
sell on his own account.'’ ^ The dealer, as distinct from the broker, 
remained then the important link in the system of distributing 
the cotton. The minimum number of hands through wduch the 
cotton should pass on its way to the spinner w'as held to bo four : 
namely, the grower, a middleman between the grower and the 
shipper, the importer and the dealer.* The increase in the number 
of dealers at Liverpool seems to indicate an increased amount 
of buying there on the part of the spinners. This presaged a 
degree of overlapping and resultant friction between the two 
markets, which only disappeared when later developments, 
notably the opening of the Manchester and Liverpool Railway, 
caused the elimination of the secondary market at Manchester.^ 

But for the great expansion in the volume of cotton imported 
in the last quarter of the century, there would have been small 
place in the market for the cotton broker. On the other hand, 
that expansion was due to the improvements in manufacturing 
methods and to the production of new varieties of cotton goods, 
and so upon the dotalers, and in turn upon the brokers, W'as thrown 
a greater responsibility in the choice of cotton of requisite clean- 
liness, length of staple, strength and colour. At this stage of 
market development grading and sampling w ere almost impossible, 
so that cotton coidd generally be chosen only by careful inspec- 
tion of the bulk. The range of cotton available w’as wider than 

* Ellison, o'p. cit.t p. 170. “ f'Orc's Directory^ 1S07. 

“ Slack, op. r>7., p. 10. p. 2S. 

‘ S. J. Chapman, The Lanmshire Cotton Induetry, p. 114. 
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is generally realised. “ In 1779, Cottons generally known then as 
fine cottons, were Cayenne, Surinam, Issequibo, Demerara and 
St. Domingo : the quality of the latter then being good staple 
and clean; the best of the other West Indies were Tobago, 
Guadaloupe, Grenada and Martinico, though many other kinds 
were then in use, but of a dirty description, such as Barbadoes, 
Tortola, St. Vineiuits, St. Kitts, Montserrat, Anguilla, Nevis and 
Antigua; the other cottons then known were from Turkey . . . 
such as Smyrna, Anatolia, Cyprus, Adonia, Dardanell, Saloniea 
and ^Macedonia, the best of w hich were bought by the spinners of 
candle-wick; and many were used for weft cotton for lieavy 
fustians, but none were used for twist, being of a feeble staple, 
tiiough tolerably clean ; the strongest staples WTre Cyi)rus and 
Dardanell, the latter the most dirty.** * Cotton was brought from 
Brazil about 17SI by way of Lisbon, and in spite of its dirtiness 
was discovered to be a fibre of general utility, so that the demand 
for it grew rapidly. Surat and Bourbon, two extremes in point 
of quality, came on the market about the same time, in 1783; 
Bourbon w^is excellently suited to mule-sj)inning, and high prices, 
rising in 1780 even to lOcV. per lb., were paid to obtain it. Cotton 
W'as not imported from the United States in any appreciable 
quantity until after 1790. The new cotton quif'kly found favour 
with the manufacturers, thanks to the efiiciency of Whitney s 
gin ; and the handsome profit w hich accrued to the growers 
stimulated them to a rapid extension of their plantations.^ 

Inevitably cotton dealing remained a highly speculative busi- 
ness throughout a period in which the fi(»w’^ of the raw' material 
from the centres of its production was but slow and uncertain, 
and in wdiich the state of the market was a matter of conjecture, 
and not of calculation. There could be no nice adjustment of 
supply and demand w hen so long an interval of time separated tfio 
grower and the importer, when crop rej)orts could have S(»rvcd no 
purpose had they been known, and when it was impossible to 
forecast how slowly or how quickly an expected consignment 
would be absorbed. Moreover the fluctuations of price wen 
exaggerated by the military and naval alarums and excursions 
of the time. Cotton rose 2(1. per lb. when Grenada was captured 
by the French in September 1 779,^ and in October of the same year 
a rumour that Jamaica had been captured led to active buying, 
of which an example was given above. Speculation was rife in 
Liverpool in October 1791 on account of information having 
been received regarding an insurrection in St. Domingo. A sale 

^ Slac k, op. cU., p. 13. * Jhid.f pp. 23 24. ® Ibid., p. 1. 
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of Sea Island cotton was announced in London in 1801, but when 
news came of the peace with France the cotton was withdrawn, 

“ as the holders expected the article to be much higher.” ^ Nor 
did the behaviour of the dealers help to steady prices: rather 
the contrary was often the case. At Liverpool it was customary 
for brokers to report informally what transactions each liad 
carried out. The custom, excellent as it was, seemingly fell into 
abuse, for tlie grave allegation was made by Slack that certain of 
them circulated false reports, “ sometimes at a less than the 
current prices of the day, but more generally at a higher, which 
has led some unguarded people into speculations, by which they 
have become serious sufferers.” ^ This abuse of their position by 
the brokers, if the allegation was justified, was ended by tJie 
more formal organisation of the market with its unwritten laws 
of conduct, but the general public on their side kept up for some 
time a speculative interest in cotton.^ 

Ill the last decade of the century, in view' of Liverpool's 
growing claim to be regarded as the chief cotton market of the 
country, and in view of the new' trades springing up in the district, 
it is perhaps natural to expect some attemjit on the part of the 
seaport to share in the obvious prosperity of the manufacturing 
areas. It should be remembered that the period 1781-1791 
saw an enormous development in the cotton industry, so that 
“ there was not a village within thirty miles of Manchester, on 
the Cheshire and Derbyshire side, in w hich cotton manufacturing 
was not carried on,” ^ while the industry spread towards Liver- 
pool until it reached the village of l^rescot,^ oidy seven miles away. 
There is something rather remarkable about the rapid rise and 
decline of a cotton industry in Liverpool, but the whole aifair 
was so transient that this dramatic entry and exit have failed 
to call forth much comment from the historian. Perhaps it is 
worth W'hile to recount what facts can be gathered. 

There is evidence of some cotton spinning in Liverpool before 
1770, for there was a cotton spinning partnership in the town, 
as well as a linen-draper who w’ould seem to have bought cotton 

^ Ibid., p. Ij. * Ibid., p. lU. 

® Smithers, op. cit., p. 110. * Chnpinan, op. cit., p. 37. 

^ Tho cotton factory at Prcscot was advertised for sale in 1 TO.') ; its equipment 
tlicn comprised “ Twonty-thrn* Weaving Looms, A Carding KngiiK'. . . . One 
Ditto, Twelve Ditto, One S[)irining Jenney, One Hundred niul Twenty Spindh's, 
One Ditto, Kight-four Ditto, One Roving Billy, One Cotton Pieker, One Stovo 
and Thirty Cotton Flake.s. . . .” L.O.A., 12tli Feb., ITO.'ii The industry had 
also spread to Ormskirk, where there was a factory for spinning and weaving ; 
there wore also made “ Carding Engines, Spinning Jermeys, etc., 20 per cent, 
ehoaper than elsewhere; Roving Engines, on tho beat construction ever made, 
to go by hand.” — L.Q,A., 4th Nov., 17S4. 
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yarn from domestic spinners.' Between 1770 and 1790 only a 
solitary cotton printer is mentioned in the directories, the former 
cotton spinners having become cotton merchants. In 1790 a 
sudden and lively interest was manifested in spinning. An 
advertisement of November 4th in that year offered premises 
suitable for cotton spinning and weaving “ in and near Liver- 
pool,” and required a partner “ to take an active part in a 
carding and spinning concern, now at work by horses, near Liver- 
pool.” 2 Within a short time there grew up a self-contained and, 
in view of the circumstances, extoisive industry. At least four 
mills were erected between 1790 and 1791,® nor were they small 
ventures, but large and up-to-date erections, one being of six 
storeys in height.^ There were in existence in 1796 two cotton- 
picking factories, six spinning mills, one check- weaving factory, 
and one other cotton factory ” whose trade was not specified. 
At the same time there were among the tradesmen who carried 
on subsidiary occupations in the town, a calico-printer and a 
“ cotton-glazier,” three cotton-machine makers, and one “ cotton- 
machine and engine maker.” ^ The failure of an industry 
apparently so thriving and complete must have occasioned no 
small surprise to those who were responsible for the enterprise, 
but an adequate discussion of the causes of its failure demands 
further investigation and is beyond our present purpose. Possibly 
the rapid collapse was due to an under-estimation of the need for 
acquired skill on the part of the operatives, to the difficulty of 
providing motive power, while these newly established concerns 
must have been severely shaken by the commercial crises of the 
period, which tested rigorously enough their older rivals in the 
manufacturing districts. It is a curious sidelight, however, on 
the attitude of the town towards the cotton manufacture to find 
that over 300 people were employed in the workhouse, in 1794, 
on the picking and spinning of cotton.® Here again the labour, 
as regards spinning at least, was ill-adapted to the work ; it was 
reported that during 1794 no sales of spun cotton had taken 
place,’ and certainly some local opinion was directed against tht? 
unsuitability of the work and the high cost of production.® The 
cotton factories had declined in number by 1804;® there were 

Williaytison's Advertiser t 17th July, 1767. * L.O.A. 4th Nov., 1790. 

MS. note (p. 89) in the copy of Enfield’s History annotated and enlarged 
by Matthew Gregson, the Liverpool antiquary (1749-1824). 

Picton, op, cit.y ii. p. 200. * Gore's Directory, 1796. 

Liverpool Vestry Books, 1681-1834, cd. H. Peet, i. p. 334. 

Ibid., i. p. 328. 

MS. note (p. f) in Gregson ’s copy of Knfiold. 

Woodward's New Liverpool Directory, 1804; Gore's Directory, 1805. 
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then four spinning mills, one weaving mill and one picking factory, 
while no reference can be found to the machine-makers, who had 
probably migrated elsewhere. Three years later one spinning 
factory and one weaving mill would appear to have been the 
only survivors.^ 

Stanley Dumbell 

‘ Oore^a Directory, 1807. 
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Slahilisation, an ccononnc policy for produccra and consumers. 

By E. M. H. Lloyh. (London : Allen and Unwin, Pp. 128.) 

Tjiis is a most cajiablc and stimulating little book, of a value 
and suggest ivencss out of proportion to its unpretentious 
appearance and modest length. The author’s mind is socialistic 
in bias, in tlie sense that he is keenly alive to the wastes and 
disasters arising from the economic instability which in turn 
arises from unfettered individualism, and firmly convinced that 
mankind can and should take large and definitij steps forward in 
acquiring collective control of economic forces. He is impressed, 
too, by the achievements of collective economic organisation in 
time of war; and if he does iK»t always seem to attach full weight 
to the comparative simplicity of the end then sought or to the 
real cost incurred in attaining it, he disposes effectively of the 
fiction that all our post-war difficulties arose from the retention of 
Government control, and makes pointed criticism of the use made 
by private enteriirise in 1019 -20 of its emancipation. 

His exposition of his remedial proposals falls sharply into two 
parts. In the first he ri'states, in admirably clear and telling 
fashion, the case for deliberately attempting to stabilise tlie giuieral 
level of prices by means of a conscious manipulation of the 
maiOiinery of money and credit. His atta(*k on the policy of 
deflation, liis figures- few but fit, his damaging quotations from 
banking bigwigs, his dcmonstratioii that the unconditional 
restoration of the gold standard means under present conditions 
that “ our fate is ajijiarently to be determined by the United 
►States Federal Reserve Board ’’— all this is excellently doin', and 
forms a most lucid and readable statement of the case for thosf‘ 
— whether the Labour politicians for whom Mr. Lloyd seems 
primarily to be writing, or others— for whom the longer and more 
involved works of Cassel and Hawtrey sit heavily on the stomach. 
Mr. Lloyd gives 85 per cent, above pre-war as the level at which he 
would like to see prices stabilised, wliich seems as reasonable as 
any other : and holds that such stability is worth any one country 
pursuing at the cost of exchange instability, though he would 
greatly prefer an international scheme, embodying a universal 
gold exchange standard, on the basis of the Genoa resolutions. 
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He seems to admit more frankly than Mr. Ilawtrey that such a 
scheme would involve the ultimate disappearance of gold as a 
standard of value, but to ignore like Mr. Hawtrcy the added 
difficulty which the depreciation of gold during its progressive 
dethronement might cast in the path of stabilisation. 

So far Mr. Lloyd’s views, if not universally accepted even by 
economists, are in strict accordance with the lines on wl icli 
an important body of “orthodox” economic thought has been 
rapidly travelling. Cassel and Hawtrey, Keynes and Fisher -here 
are mighty names to which he can appeal. The second part of 
his exposition, as he is aware, is likely to meet with a less cordial 
reception from the heirs of the “ orthodox” tradition. It is one 
thing to attempt to stabilise the general price-level, quite another 
to attempt to stabilise the prices of individual commodities : 
yet that is what Mr. Lloyd proposes. That the play of the 
relative values of ditlerent things regulates production and 
consumption is what is on the whole the most satisfactory way, 
leaving the consumer as the ultimate dictator and guiding the 
producer to satisfy his wants — tliat even a Socialistic state would 
have to take over this mechanism of Value in order to make the 
most effective use of its limited resources— such are still the 
commonplaces even, and indeed not least, of those whom I will 
call (Jeneral Stabilisers. To interfere with this mechanism may 
well seem to them dangerous, and to spell stagnation not stability. 
Yet here again Mr. Lloyd seems to me to make out a very strong 
case against undiluted laissez-faire. He is not unaware that 
secular changes in tastes and technique may lead to changes in 
relative values, however hard we may try to sta])iliso them. He 
is, I think, wrong in regarding this result as undesirable ; but right 
in urging that it has small relevance to the problem of most urgent 
practical importance. That problem is to prevent fluctuations 
in individual prices from producing quite e.xtravagant fluctuations 
in the output from year to year of staple commodities for which 
the demand is comparatively steady and should be tolerably 
easy to forecast (once general prices are stabilised) over, at any 
rate, a short series of years. Mr. Lloyd discourses of coal and oil, 
wheat and farm products, wool and cotton and rubber, ajid shows 
how in almost every case their post-war history is one of alternate 
shortage and superabundance, leading to alternate clamour from 
consumers and producers for the aid and protection of the State. 
To a large extent, as he points out, both parties — the producers 
with more effect — organise themselves to deal with the situation 
to their own advantage through pools and associations for 
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“ orderly marketing and for co-operative purchase : but the 
State, in his view, is the natural body to promote a continuous 
reconciliation of their conflicting interests, and to assist in coping 
with the physical difficulties of storage and grading, and with the 
financial difficulties of holding large stocks clear of the market for 
considerable periods of time. Mr. Lloyd is duly tentative and 
undogmatic about the forms which State intervention might take : 
he is careful to point out that it does not necessarily involve 
“ nationalisation ” in any ordinary sense, but rather such devices 
as State participation in marketing pools and trusts. He is 
careful to point out too that (as the British farmer has learnt to 
his cost) such attempts at Particular Stabilisation, if they are 
to be effective, must, unlike General Stabilisation, be international 
in scope. In the present state of the wwld this fact alone sets 
the second part of Mr. Lloyd’s book further from the arena of 
practical politics than the first : but in it he lias started a train 
of thought of high speculative interest, and one to which, in my 
judgment, economists and ultimately politicians will have to 
devote an increasing amount of attention in coming years. 

D. H. Robertson 


Restoration of the World's Currencies. By R. A. Leiifkldt. 

(London ; P. S. King and Son. 1923. Pp. xii 140. 

65 . net.) 

In monetary theory Professor Lehfeldt seems to me to be in 
some danger of falling between two stools. Accepting fashionable 
doctrine, he attributes the British slump of 1920-21 to a con- 
version of current account balances into dcjiosit accounts and (o 
diminished velocity of circulation rather than to the sudden 
closing down of the mine known as the Currency Note Account 
which had been very prolific for a few years, but as a South 
African he recognises that, at any rate when the currency is gold, 
its value will vary with its supply and demand. But however 
this may be, he has provided a useful compendium of the broad 
facts of the present situation, and adds reflections upon them 
which are reasonable and valuable if not strikingly novel. (Per- 
haps we should say “ the recently past situation ” when we notice 
that he speaks of marks being at 1000 to 2000 to £1, and remember 
that this note will not be published for several months.) Ho 
regards a return to gold standards — old or reduced — as the only 
practicable policy. Like all good South Africans, ho would like 
to see gold coin to some extent, at any rate, in the hands of the 
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people, and so far as the immediate future (“at least a decade ”) 
is coneerued vve need not fear thfit the value of gold will rise too 
high. For the more distant future he contemplates some inter- 
national policy favourable to the output of gold when its value 
threatens to go up, and unfavourable when it threatens to fall. 
With some justice he suggests that this i)articular kind of 
“ managed currency is less likely to be mismanaged in the real 
or supposed interest of politicians than national paper cuiTonoies 
are. 

Edwin (-annan 


An Aauhmic Study oj Some Money Market and Other Statistics. 

By E. O. Peakk, M.A., LL.B. (London : V. S. King I't Son. 

1923. Pp. 04.) 

This book is an interesting attempt to test some of tlie 
theories of Political Economy by statistical rtcords. 4'lic 
particular series of facts selecte<l for examination are the interest 
rate in London for floating money, the discount rates on three 
and on six months Bank Bills, similar rates in Paris and in New 
York, and the London-Paris and London-New’ York exchangt*. 
The method employed can l)e illustrated by the following case : 
It is observed from the tables “ that in years when the discount 
rate was more than usual, for tlie time* of year, above' the floating 
rate, the floating rate tended to rise more . . . tlian usual. ' 
()n the basis of twenty-three 3 Tars' records the coellicients of 
correlation are calculated between the dilTereiu'c between tlu^ 
floating and the six-months discount rates (r) and the average 
difference between the floating rate in the live months and the 
month in (piestion (y). The cocnicient is as Jiigh as *774 when 
February is the starting month, as low as '200 for .Inly. Using 
this and the averages of x and of y, and we presume their standard 
deviations (whicli are not stated), it is computed that excess of 
*l in .r will on the average be followed by an excess of *0(5 in //. 
If y is forecasted by means of this relationship the average error 
resulting in twenty-three 3 ^ears is found to be *4(5, while if a 
forecast had been based on average movements without tiie help 
of correlation, the greater average error *70 would have resulted 
(pp. 12-14). It may be noticed that though the correlation 
in this case is high, the improvement in forecast is not great. 
In fact in many of the cases the correlation coeflicients are too 
low to bo of serious use in forecasting, and also the}' are liable to 
considerable error since the}' depend on twenty-three entries only. 
No. 131. — von. xxxiii. 
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Soniotliiiig can be learnt from the absence of correlation in 
some eases. Thus the French exchange has practically no 
significant correlation with cither the London or the Paris dis- 
count rate. There is, how^cver, a positive correlation for all 
tlie months between the rate of exchange and the difference 
between tliese r/ites, in the sense that the number of francs 
exchanged for £1 is the greater the more tJic excess of the London 
over the Paris rate. The author says that “ this is unexpected.” 
When the corresponding comparison is made with regard to 
London and New York, the correlation is negative in tlie first 
half and positive in the second half year. 

It is, in fact, difticult to connect the correlations found with 
any theory, and tlie basis of the iuATstigation is not wide enough 
and does not take into account suflicient considerations to show 
that political economists’ abstractions are incorrect. On the 
whole it may be said that the book illustrates the great diificulty 
of finding in convenient form the kind of statistics by which 
the results of analysis can be tested. It has, however, a positive 
utility in liringing together in a convTnient form the seasonal 
variations of discount and exchange rates; these should be 
useful to those who wish to follow their movements, and in this 
limited field some illustrations of economic tlu'orios can be 
found. 

A. L. BowLnv 


The Capital Levy Explaine/L By Ileoii DAi/rox, M.A., D.Sc. 

(Econ.). (London : The Labour Publishing (Company. Pp. 

1-OC. Is.) 

One wonders if the proposal of a Ca])ital Levy is to introduce 
a new era of pamphlet literature. Certainly almost all thi* 
writing about it has taken this form, though, as yet, it does not 
seem that any approach has been made to the point and simplicity 
of the great pamphleteers of the past. Is it that the art has 
been lost, like that of letter-writing? Hr. Halton’s Capital Lery 
Explained adds another to the list without contributing much 
that is new except in three cases, only one of which is economic. 
It is not uninteresting as a psychological study when a statement 
on the cover is compared with another on the last page of the 
text. In the former place the publisher states that the author 
“ fought a constituency at the (leneral Election,” in the second 
the author himself says that “it is primarily as an economist 
that I have written this book.” The reflection of the glow of 
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electoral energy and enthusiasm on the musings of the economist 
is worth observing. Dr. Dalton rather prides himself upon a 
historical comparison of the present time with the period after 
181G. It is a comparison helped out with “ intelligent anticipa- 
tion.” In it Ricardo is cited as a supporter of the principle of a 
Levy ui)on the basis of quotations from his Principles and the 
Essay 0)1 the FuncUng System, The second passage appears as 
follows : “ To pay off the whole or a great portion of our debt is, 
in our estimation, a most desirable object. This cannot, or 
rather will not, be done by a Sinking Fund as at present con- 
stituted,” etc. That, however, is not at all what Ricardo wrote. 
After the word “ object ” there is a comma followed l)y the 
condition, “ if, at the same time, we acknowledged the evils of 
the funding system, and resolutely determined to carry on our 
future contests without having recourse to it.” Unless there is 
a great change in public opinion, we are a very long way indeed 
from a nation “ resolutely determined,” if once free from debt, 
never to incur it again. And it was this idea of being permanently 
and for ever without debt which Ricardo had before his mind. 
Tlie third point is put forward in the form of a bargain between 
the WTiter and those to be affected by the proposed Ix^vy. “ My 
own view,” ho writes, ‘‘ is that, in return for conditional accep- 
tance of tlio Levy by the business world, which is now mainly 
hostile, and for honest co-operation in carrying it out, it w^ould 
be wortli while for a Labour Government to offer in advance 
(•(‘I’tain guarantees of early and specific reductions in taxation.” 
An example of the suggested offer is that when by a Levy the 
interest of the debt had been reduced by 70 millions the standard 
rate of Income Tax would be reduced by 6(f. This offer is doubly 
conditional, first as representing what, in the eventuality stated, 
the writer would recommend to the Labour Party, and secondly, 
if “ the offer ” is not accepted the anticipated savings may be 
dealt with at the discretion of the Government to be. Perhaps 
it is not altogether tactful to mention “ guarantees ” at present, 
but since the word is in the text, one w^onders and is curious. 
Dr. Dalton is informing both to those who accept the Levy and 
those who do not — perhaps more to the latter — as to how a saving 
in expenditure throiigli it (should one result) is to be dealt wdth. 
He has no less than live alternatives, so there should be something 
lo please many people (pp. 41, 42). Then he is very candid in 
saying in effect that the earlier presentation of the scheme as 
“ a heroic and entirely exceptional measure not to be repeated,” 
cannot be sustained. In reply to the objection that there is no 
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guarantee that the Levy, if once made, would not be repeated, 
lie says quite flatly and honestly, “ there can, in the nature of 
the ease, be no such guarantee ’’ (p. G5). 

W. R. Scott 

Vof/i S/aai.^haakrofL By Dr. Carl August Fjscjier. (Karls- 
ruhe i. B. : G. Braunsche Ilofbuchdruckerei. 1922. 
Pp. X + 141. 2nd Edition.) 

Bv “ state-bankruptcy,’’ as the author of this interesting 
book points out, a very large number of possible devices may be 
meant, tJie general purpose being to relieve a debtor state from 
part or all of the liabilities which arc pressing upon it. Such 
devices may vary from the partial or total nqnidiation of debt, 
or the compulsory reduction of interest upon loans, to the issue 
of inconvertible paper money. A terminological issue therefore 
arises : are all the measures which are called by the genei ic 
name rightly so called ? Tt is clear that a state is not in the same 
position as an individual, for a state possesses a right to tax its 
subjects. Tf then a state chooses to impose dillerential taxation 
on, e.(/.. War Loan holders, is it in effect declaring itself bank- 
rupt or practising merely a particular tax -policy ? 

The issue as to what ought to be included under the conc(q)t 
of state bankruptcy is, of course, distinct from the issue : what 
arc the economic consequences of those acts which arc held to 
be bankruptcy? Here again it is necessary to distinguish the 
position of a state from that of an individual, for what the* 
creditors of the stale may lose, the taxpaycus may gain, lienee 
the persistence, in the literature of Public Einance, of a tendi‘ncv 
to defend state bankruptcies. A third line of inquiry is furnished 
by a discussion of the methods of alleviating the eonsequcnci s 
of certain measures, such as inflation, whilst a fourth line con- 
cerns itself with the history of theories of state bankruptcy. 

Dr. Fischer would like to see the word “ state-bankruptcy ’ 
restricted to certain cases only ; those cases in which a stale 
does not meet its debts for a sliorter or longer period, and where 
such nonfulfilment is due to inability and not merely to unwil- 
lingness to pay, as well as to those cases where acts equivalent 
to nonfulfilment are taken, which affect only the creditor of 
the state, or affect him to an especial degree. In all other cases 
Dr. Fischer prefers to use the phrase “ Financial Revolution,” 
which carries less misleading implications. But, whether we 
agree with him or not in thus fixing limits to the use of a particular 
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phrase, wo must be grateful to him for a painstaking analysis 
of various classes of interference with the riglits of creditors, 
and for a useful discussion of the history of theory on the subject, 
which, starting with Hume, Steuart and Hutcheson, carries 
the subject down to the writings of Adolf Wagner. His 
references to Ricardo, Say and other Jess well-known writers of 
the early nineteenth century — primarily the German economists 
who were largely influenced by the incidents of the Austrian 
bankruptcy of 1811— are most vahiable, though Dr. Fischers 
use of the long adjectival clause does not always commend itself 
to an English reader. 

The author closes his book with a short study of the actual 
financial i^osition of Germany. He is quite alive to the dangers 
of inflation, but, like the majority of German economists, he is 
rather too inclined to assume that the restoration and stablisa- 
tion of a currency thrown out of gear . . . require as a prior 
condition the ‘ activisation ’ [AHivicrung\ of the balance of 
payments.’’ How get an active trade balance ? On these lines 
the problem is insoluble. Of course a German writer, thinking 
of actual German conditions, would njply, “ By cutting down 
Reparations,*’ an argument which our author repeats. But it 
is really time that the problems of Reparations and of Currency 
w(‘rc treated apart. It does not in the least follow that because 
a foolish Rc])arations policy has forced the German Government 
to in Hate (which is largely true) therefore a wise currency policy 
\vill force the German Government to pay anything the Allies 
care to ask for. On the contrary, if the possibility of paying 
Reparations out of speculative rates of currency disappear, the 
“ taxable capacity ” of Germany will be rather less than before, 
though general conditions in Germany will be vastly improved. 

’r. E. Gueoohy 


Le Bilan de Par Adolphe Delemer. Pn'jace de 

M. Jacques Bardoux. (Paris ; Payot, 1922. Pp. xv 1- 285, 
8vo.) 

Bffecis oj the War //po/t French Economic Lije : A Collection of 
Five Monographs. Edited by Charles Gide. (Oxford : 
Clarendon Press. Publications of the Carnegie Endowment 
for International Peace. 1923. Pp. 197, 8vo.) 

The French language has its fine shades, not always to be 
exactly matched on this side of the Channel. Etatisme has not 
yet been adopted into the Dictionary of the Academy and is not 
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precisely defined, but the word has come to stay. It is tinged 
with opprobrium, and is used to indicate dislike of State monopoly, 
nationalisation of industries, and complete State control — as 
distinct from mere regulation — of branches of trade and com- 
merce. In an interesting preface Professor Bardoux commends 
the work of M. Delemer as exhibiting the i)atience of an archivist 
and the practical sense of a man of business. The task whicli 
M. Delemer lias set liimself is not to trace tlie history of Etatume 
from its beginnings nor to examine it as a philosopher or an 
economist. He aspires to scrutinise the figures relative to the 
State management during the War of the mercantile marine, 
food supplies, railways, coal, petrol, and the metal trades. Apply- 
ing rigorous accounting methods to sucJi imperfect figures as 
exist, lie finds State control guilty of great incompetence and 
extravagance, supplying striking proof of the superiority of 
freedom in business over Government trading, and of the loss 
which arises from replacing tlic man of affairs by the bureaucrat. 
He offers some acute observations ujion the general aspects of the 
two methods of operation, but his study is in the main an attempt 
to audit the results of war-trading by the rrcncli Government. 
When his figures arc complete he is careful and accurate and 
earns confidence in his conclusions. Wlum ho gives us only 
imperfect information wc are inclined to suppose that he credits 
us with supplementary information which we do not possess, 
or that he is himself guided by a sound instinct through a sea 
of uncertainties. Sometimes the figures arc altogether lacking, 
and this is one of tlic most formidable counts in his indictment. 

M. Delemer emphasises the fact that commercial book 
keeping (by double entr^O and careful computation of costs per 
unit arc indispensable in private business, but arc dispensed with 
in public accounting, which confines itself to figures of credit 
granted, amounts expended and amounts received. The largv, 
figures of profit or loss in the Government reports take no account 
of overhead charges, interest on capital and sinking funds. They 
prove apart from this that the State charged too much or too 
little for its services and commodities and that the n suit has been 
concealed taxation or concealed subsidies. He admits that in 
the abnormal circumstances of war Government may be w^dl 
advised and even compelled to monopolise certain imports and to 
ration some necessary commodities and fix their price, but he con- 
cludes that its intervention should end as soon and as completely 
as possible. So long as it lasts careful accounting checks sliould 
be operative. In private life serious blunders come to an end 
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when tlio guilty party is stricken bankrupt or ignominiously 
dismissed, but when the State is working in the dark the taxpayer 
pays, the bungler is not exposed, and is often honoured for 
important services to the public whose interests he has injured. 

Even, however, if good aceounts are kept M. Delemer sees in 
bureaucracy the inherent defects ” whicli are commonly charged, 
but not always proved, against it. He does not perhaps make 
sufFicient allowance for the fact that when the nation is in arms 
the abnormal demand for Civil officials synchronises with a serious 
limitation of choice. The soldiers are still talking of the military 
follies and the sailors of the naval mistakes committed during the 
war. Civilian blunders are more readily perceived by the general 
public. In America, in England, and in France, people are 
almost tired of discussing them, and it may he doubted whether 
mistakes equally serious would be avoided in similar circum- 
stances. But it is all to the good that analysis of this kind should 
tear the veil from failures which have been masquerading as success- 
ful demonstrations of the gains which result eve n from temporary 
State trading. 

The volume which purports to tell us the effects of the war 
upon French economic life is singularly disappointing. Five 
short monographs arc brought together, dealing with the Mer- 
cantile Marine (M. Mazel), Textile Industry (Professor Aftalion), 
Finance (Professor Nogaro), Commercial Poliey (Professor 
Aftalion), and Labour (Professor Oualid). They are for the most 
part a presentation of statistics for the years 1914-1918 with a 
commentary which goes little beyond a paraphrase of the official 
figures. Wo would give the whole of them for half a dozen 
luminous pages by their distinguished editor, who does not speak 
in this collection. Apart from the essay by Professor Oualid, 
which is the most informing of the live, the monographs fail to 
live up to the title of the volume. The authors seem to view 
with general complacent approval the ollitual economic policy 
during the war — a policy of which some of them appear to have 
been the instruments. 'J'he usual sources of reference have 
already told us how much money was raised and how much 
exiDcnded, how ma?iy ships were employed, how many tons of 
merchandise were cleared, etc., but this is a long way from 
enlightening us upon the effects of the war upon the economic 
life of France. The statistical side of the account predominates, 
and even this is not very wtII handled. Professor Aftalion, 
dealing with imports and exjmrts, gives us only tiieir Vcalucs in 
francs, observing that he pn'fers values to quanfitics. lie might 
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surc'ly have given us both, or vvc might have been provided somc- 
wliere with a table of tlie fluctuations in exchange during the 
period covered. If the aiitiiors liavc been bound down by the 
conditions of their task wo can only sympathise with them upon 
what they must have found an unins 2 hring portion of an inspiring 
subject. Henry Higgs 

I'he liesnU of Government Oivncrship in South Africa, l^y 
M. H. HE Kock, M,A., Ph.D. (Cape Town ; Juta. Pp. 187. 
Price 105. Gd.) 

Gon'ERNaient owncrshiii in South Africa extends over the 
railways and harbours, })orts, telegraphs and telci)hones, and 
also over land banks, forests and other domains, irrigation 
undertakings and other miscellaneous matters. Dr. do Koek 
regards “ tlic present extent of Goverinnent ownershij) [in South 
Africa] as a m^cessary evil.'’ The Post Oflice “ is jiot conducted 
in accordance with business j)rinciples.” In the Jnigation 
Deiiartment “ extravagance and maladministration lu’evailed.” 
But against much the most important branch of Government 
activity, the railway juanageinent, the author brings no such 
charge, nor do his facts and figures show that it would he 
justitied. May not the reason be, though it is not suggested 
by him, that whenjas the railway administration is a distinct 
organisation, under cx 2 )ert professional management, with a 
sejmratc budget of its own and a business-like balam^e sheet, the 
otlu*r undertakings have no such indei)cndence, but mix up their 
capital and revenue rccei])ts and expenditure in the ordinary 
budget of tile country in the same way as happens to our own 
Post Office accounts at home ? 

“ The Union statistics do not,” i)r. dc Kock says, “ shou 
the earnings jicr ton jier mile from the freight service.” They 
did, ill fact, give tliis information uj) to IhKJ. During the war 
it was suppressed, ostensibly on tiic ground of economy. It has 
not been r(?published since : can it bo lest the tSoutJi African 
traders should learn Jiow much their rates have been advanced : 
The ostrich is a native of the country. W. M. Acwortji 

The Control of Industry. By D. 11. Robertson. (Cambridge 
Economic Handbooks. London : Nisbet & Co. Ltd., and 
Cambridge ; University Press. Pp. x |- 169.) 

Any work on the control of industry which is competently 
written is likely to be widely read, for interest in the subject, if 
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not universal, is at least more intense, more intelligent, and more 
widely distributed than is usual with economic problems. The 
Cambridge handbooks are, we suppose, primarily intended for 
the student, but it is not only the student who will turn hopefully 
to Mr. Robertson’s book. The “ business man,” for example, 
vaguely conscious that a public opinion to which ho is in some 
degree sensitive has arraigned him at its bar, may try to discover 
herein what it is that ho is supposed to have done and why he is 
supposed to have done it. The intelligent wage-earner may 
endeavour, in the light of what Mr. Robertson tells him, to turn 
that passionate sense of social injustice, which his circumstances 
liavc often developed in him, to some constructive purpose. The 
whole problem of industrial control is the meeting-ground of 
widely dilTering faiths and theories of life, and this latest attempt 
to throw light upon its real character should be serviceable to 
tJiem all. 

Mr. Robertson has had, hoAvever, to contend with considerable 
didiculties, for limitations of space have necessitated the severest 
compression, lie is a good judge of perspective and, assuming 
that the ground ho has covered had to be covered, we do not 
think that it could have been better done. Tic has contrived, 
within the exiguous limits imposed upon him, to explain the scope 
and inijdications of large-scale industry, to show how such 
industry is financed, to discu.ss the characteristics of capitalistic 
organisation, and so to prej)arc the Avay for an examination and 
cviticism of the more obvious proposals for joint industrial 
control. Rut it is very doubtful wdiether, within the limits 
assigned, as much as this ought to have been attempted. The 
jihraso “ control of indu.stry ” is ambiguous. It may refer to the 
whole of tJiat economic setting within whicJi industry functions, 
and which is actuated not only by the expression consciously 
given to individual and social purpose, but also by those greater 
and blinder forces which we used to call economic laws. But 
it may also refer to those specific tendencies, largely political and 
ethical ill character, which aim at bringing to bear a greater 
measure of conscious control wdthin the industrial sphere. It 
is industrial control in this latter sense which most iieople have 
in mind when they make use of the phrase. But Mr. Robertson, 
as we have indicated, has covered the whole field. Ilis aim has 
been, presumably, to bring the book into line with bis own Money 
and with Mr. Henderson’s Supply and Demand, He has therefore 
felt it necessary to give us “ a picture of Man, eager to enjoy and 
to beget, lodged precariously on the surface of a finite planet, 
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and arguing distractedly with blind forces the eternal question 
of his daily bread.” He would claim, no doubt, that the frame- 
work erected in his first seven chapters is essential to an under- 
standing of the social and political problems which industrial 
control involves. And this, perhaps, is true. But the result 
is tliat there is a suggestion of breathless haste about the develop- 
ment of the argument which its stylo, lucid and balanced as it is, 
does not altogetlier obviate. The problems of conscious control, 
and its various possibilities of corporate action — those problems, 
in fact, which arouse the greatest prncticaJ interest are sketched, 
skilfully indeed, but with all too slight a touch, in the space of 
sixty pages. The book may not, in consequence, receive the 
attention it deserves, for those who would jicrhaps iwofit most 
from an understandirig of the general prijiciples it formulates 
will be left wondering, at the finish, exactly whei*c and how these 
same principles apply. The ‘‘ philosophy of industiial relations ” 
hinted at in Chap. XI is, from their point of view, the starting 
point of the inquiry, rather tiian its conclusion. In short, the 
needs of the situation would have been moie adequately met had 
the problem of control in its narrower sense becui reserved for 
separate treatment. ]\rr. Robertson, one feels, is admirable as 
far as he goes ; but w hat a long wa}^ off ho is at the start and how 
very fast he travels. 

Two further points deserve mention. Fiistly, Mr. J^)l)crtson 
has done a real service in emphasising, as he does throughout, 
that there is no siich thing as a “capitalist system,” and that 
w^hat its critics, by sheer force of suggestion, have erected into 
one, is nothing more substantial than systematised chaos. No- 
thing could be more foolish than that reasoned defence of “ the 
existing system of industry” which w'el 1-meaning opponents of 
social experiment have, in all good faith — and in all ignorance 
from time to time undertaken. If only there were a system, hou 
simple — comparatively speaking industiial reconst laict ion would 
bo ! S(>condly, w’e arc not quite hapj)y about “ Cajjitalism’s 
Golden Rule ” — that “ w'herc the risk lies, there tlie control lies 
also.” It has always seemed to us that this implies an objective 
evaluation of “ risk ” which has little meaning when applied to a 
society of human beings (as Mr. Robertson appears ind(‘ed to 
recognise), and that the risks which the wage -earner runs are, 
having regard to their social consequences, out of all proportion 
to his share in industiial control. Is this really “ another story 
(p. 94) or is it not rather a consideration which goes to the root 
of the whole question at issue ? 
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Wc arc learning to look for tcmperatcncss of judgment, 
clarity of expression, and felicity of illustration in whatever Mr. 
Robertson writes, and we arc not disappointed here. Ilis 
captions (is that the right word?) arc happily chosen. How 
far more convincing (if only because less likely to be taken 
literally) arc the White Knight and the Dodo than the heathen 
(still with us) who, in his blindness, l)ows down to bananas and 
nuts. Some day perhaps Mr. Robertson will give us that elemen- 
tary textbook (in which he will neither bludgeon the beginner 
nor bewilder him) which wc have so far sought in vain. 

And yet the “ Control of Industry ” will not, wc think, 
wholly satisfy its readers. And the explanation is probably 
to be found in that very detachment of outlook which is in its 
way so admirable. ]\rr. Robertson, in his statement of the 
problem, has avoided the smug “ meliorism ” which vitiates so 
much that is written concerning industrial relations ; but he has 
not altogether escaped its accompanying manner. He dissects 
society so blandly that he never seems, somehow, to bo even 
decently impatient with it. The darker human passions — 

“ Horror and scorn and hato and fear and indignation 

— would appear to lie outside his purview. And this is not an 
unmixed advantage. His easy dispassionateness will add to the 
value of the book as a classroom instrument, of course ; but perhaps 
in the workshops and the market-place- where wc should like 
it to be read and discussed —they will feel that Mr. Robertson 
is getting at them. H. Phillips 

V()IkswirtschaftshJire, Ry Eugen Sgiiwiedland. Vol. I. 
Eufenart iind Grumllageii des tcirtschaftlkhm Lebens, 
\{)\. 11. Die Gehicte der wirischaftUclien Tdtiykeit. (Stutt- 
gart : W. Kohlhammer. A"ul. I. Pp. 4G0; ^ol. If. Pp. 
217.) 

It would seem that, as in Germany so in Austria, there is 
a growing demand for information on economic problems. It 
is therefore by no means surprising that Dr. Schwicdland’s 
lectures, forty -three in number, on the Principles of Economics, 
should have found large audiences at the Vienna University 
and the Technical High School, and that the two volumes already 
published of the three that haA^e been planned have run into 
three editions. Dr. Schwiedland has written a readable and 
interesting book, strong on the descriptive side of the subject. 
His scheme of presenting economic truths is reminiscent of 
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Schiuollcr’s great work. But this must by no means bo taken 
to imply that Dr. Sehwicdland has not struck out a lino of his 
own. Indeed he has. He has attempted to j^ut into these two 
volumes a conception of economics which the cxi)crionces of 
the war have evolved in his mind. It is characterised by a 
strongly-marked ethical tone, and by the suggestion, reiterated 
with vigour throughout the work, that economic activities are 
conditioned by psychological influence. Indeed Dr. Hchwied- 
land may be said to have lU’ovided a work on economic psychology, 
or, if the term be preferred, on the psychology of economics. As 
Dr. Schwiedland himself says, not goods, wealth, and transport 
facilities, but human capacities and relationships are the main 
problems of economic theory. From this point of view it is 
ofily to 1)0 expected that tlio author would have a good deal to 
say on the economic interdependence of the world, and it must 
be admitted tliat his consideration of the 2)roblem of the world 
to-day as an economic unit is distinctly iul cresting. 

Equally interesting is his consideration of what is termed 
the capitalist sj’stcm. In tliis particular section he has thrown 
much light on the inllucnce of ])syehol()gy on economic activities. 
For example, he traces the growth of a(‘({iiisitiveness, the strength 
of which he fully realises and demonstrates. So strong does he 
regard this force to be that he does not shrink from (le(‘laring 
that “selfishness deeply ingrained in the human heart has for 
ov'er two thousand years mocked (.‘hristian teaching.’' He is 
particularly illuminating in his con^uhuation of the problem of 
the chase after profits, which, he says, has become the meteyard 
of all economic activities, ^o much so is tin’s the ease in his 
opinion that he declares that economic activities no longer 
minister to life, but that there is a marked tendency in tlx; 
j)rcsent era for life to be sacrificed to economic activities. In 
measure Dr. Schwiedland regards this as retrogression and 
harking back to a primitive socdal state. 

But ho is not blind to the achievements of Capitalism. He 
declares roundly that to abolish Capitalism is an impossibility. 
In this connection he examines the claims of Socialism, and here 
and there, probably with an eye on Bolshevism, is a little hard 
on Socialist ideas. Yet his evaluation as a whole is balanced. 
Just as lie sees the strengtli of Capitalism, so also he realises 
the excellences of Socialism. Tliis judiciousness marks every 
section of the two volumes. The first is concerned with general 
questions, with what may be termed fundamentals; the second 
with agriculture and industry, commerce and insurance, banking 



1923] HOBSON: THE ECONOMICS OF UNEMPLOYMENT 


389 


and transport. Throughout ho quotes, in smaller type, the 
opinions of economic and other authorities, and it is helpful 
here and there to have an apt quotation from Goethe and 
Rathenau, as well as from Weber, Carver or Bucher. 

For those who read German easily the book may be warmly 
recommended as a briglit and interesting presentation of economic 
theory by a writer who certainly has ideas. 

M. Epstein 


The Economics of Unemployment. By J. A. Hobson. (London : 

George Allen & Unwin, Lid., 1922. Pp. 157. Price 4^. 6d. 

net.) 

This l)ook is a re-statement, in the light of the conditions of 
the present day, of tlie theory that over-saving is the primary 
and fundamental cause of unemployment. With this theory the 
author’s name is specially associated, and in this l)ook he develops 
a detailed theoretical argument in support of it. He claims that 
cyclical deqiressions in industry, seasonal fluctuations and similar 
causes are at most of secondary import ance. They may and do 
aggravate the evil, but the prime cause lies rather in the present 
distribution of wealth and its effects on saving. The wealthy 
section of the community obtains a larger share of the product 
than it is in a condition to consume; tlie surplus, therefore, is 
invested in increasing the means of production; these means 
are consequently increased beyond the capacity of the market 
to consume the product; and, finally, unemployment results 
until the surplus stocks have been absorbed, and industry 
gradually recovers its full activity. Then the whole process 
begins over again. The remedy, it is argued, is to be found in 
increasing the share of the mass of the workers in industry, and 
so enabling consumption to keep with jiroduction. There 
is a balance, it is urged, between saving and consumption, and 
if one or other is in excess, and under present conditions, in the 
author’s view, it is the former, economic development will be 
upset, and unemployment will result. “ Excessive spending (as 
in the war) encroaches on saved capital, and impairs future 
productivity. Excessive saving operates, through deficient 
demand for commodities, to slacken the sinews of production 
and produce more capital goods than will be able to be put to 
full productive use.” 

The principles of the author arc expressed with clearness and 
vigour and argued with ability. The importance of the relation 
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between saving and consumption as ailccting unemployment is 
well brought out, and the ease for treating over-saving as a cause 
of unemployment is, in many ways, strong. Indeed, in some 
respects the author and the supporters of the “ cyclical theory ” 
reach a similar goal by separate routes. Both argue a temporary 
excess of the instruments of production, that is, of the results of 
saving, wliich he attributes to actual over-saving, and they to 
iniscalciilatioiis of demand. 

The book is also valuable in emphasising certain points whicli 
do not always receive suflicient attention, such ns the value of 
a strong working-class demand. In certain q\iarters there is a 
tendency to make a cut in wages the first- -if not the only — 
means of meeting a fall in 2 >ricos. The author rightly emphasises 
tlie importance of relying, as far as possible, on imi)roved organ- 
isation. “ A business made profitable by low wages makes no 
real 2 )rogress in x)roductiYity, whereas x)rofits secured as the result 
of imju’ovcd methods of xwoduction involve an increase of wealth 
and of attendant welfare.” Again, a most suggestive ox)cning 
eha])tcr on A Limited Jlarket ” brings out the tendencies that 
exist, on the em 2 )loycrs’ side, to a limitation of outi)ut, and 
might well be pondered by the numerous critics (wise and other- 
wise) of the Trade Unions. It is too little recognised that the 
criticism of trade restrictions is aj)t to be one-sided; and that it 
would lead to removing restrictions on the workman’s output, 
wliilst leaving in being restrictions on liis employment. Witli 
this chapter may be considered a suggestive a 2 )pendix on 
Protection and the Limited Market. 

On the other hand, the author appears to claim for liis p?in- 
ciples more than the facts seem to warrant. There is much to 
be said for classing over-saving among the causes of uneni 2 )lov - 
ment. It is a very diilerent thing to regard it, as he apf^ears to 
do, as tlie sole fundamental (as distinct from temporary) eausu, 
nor docs he apj)ear to support his views by adec 2 uate facts in 
relation to this wider claim. It is in this res 2 )cct that his treat- 
ment is least adequate, and it is at times strongly reminiscent of 
the abstract reasonings of some writers of the Classical Scliool. 
The arguments of the suj)j)orters of the cyclical theory ” arc 
rejected, but the book rather lacks that very careful analysis of 
detailed facts that is found, for instance, in Beveridge’s Vn- 
employment. Nor docs it appear to meet the evidence brought 
out by the latter, that, exce 2 )t perhaps between 1900 and 1910, 
the normal result of each cycle has been to leave working-class 
standards higher than it found them. 
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Again, whilst the author indicates the possibilities (and 
dangers) of under-saving, it is by no means clear that his pro- 
posals would in practice avoid them. He also ap 2 )ears to identify 
the employing and interest-receiving classes with the wealthy 
classes. Indeed his proposals depend largely for their validity 
on this assumption, and the existence of a large and by no means 
w’ealthy middle class would render Ihcir fulo 2 )tion liable to cause 
much undeserved suffering, and w’ould reduce consumption in 
one direction by at least a large part of any increase that w^as 
secured in others. Moreover, the restriction of the returns to 
enterprise and risk hardly appears cpiitc consistent with the 
demand for the maximum improvements, since it must inevitably 
reduce, if not entirely remove, the incentive to carry them out. 

Nevertheless, whatever may be said by way of criti(;ism, the 
book is a most interesting and suggestive one. and the theory 
which it x^roduces deserves careful consideration. The writer 
also shows a grip of the difficulties of the working-class house- 
holds, and his demonstration of the reasons for the i)resent 
smallness of tluMr savings (pj). 45 seq,) is excellent. 

N. B. Beahle 

The Third Winter of (Jncmjdoyment : the Iie>'iults of a Study of 
the V new ploy went Prohlem nnderUiken in Avgust and Sep- 
temler 1922. By ]\Iaj()r the Hon. J. J. Astor, M.P., Pro- 
fessor A. L. Bow^ley, Professor Henry Ci.ay, Robert 
Grant, W. T. Layton, P. J. Pvnrs, B. Seebotim Rowntree, 
Lt. -Colonel Georoe Schuster, F. 1). Stuart. (London : 
P. S. King & Son, Ltd., 1922. Pp. viii -f 350. Price 
G.S. net.) 

Tins admirable book quickly emphasises the evidence of 
jirogress tow'ard.s an agreed j^olicy and agreed jn'incixiles in dealing 
with unemployment. Tlic description of the measures taken to 
mitigate the iwesent depression show this agreement in the sphere 
of jiractice. For the provision so made by general consent is 
far larger than it has ever been before. Less immediately urgent, 
but of greater ultimate importance, is the question of general 
XR‘incix)lcs. The authors disclaim “ any attempt at this stage 
to formulate a policy.’* Yet the general conclusions of the 
book show a measure of unity of aims and ideas that is remark- 
able in view of the wide range of o^jinion that they cover. The 
result is to suggest that an agreed x^^hey on unemployment is 
axiproaching within the range of least 

among thinking men of all x^arlies. 
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The book is based on detailed inquiries in nine specially 
selected localities by seven highly competent investigators. 
These districts, include Woolwich, six provincial cities, Glasgow 
and an industrial and mining district in South Wales, and appear 
fully to represent the chief features of industrial Britain. The 
Local Reports, based on these inquiries, form the second part of 
the book and occupy about two-thirds of it. The authors* 
general survey, in the first part of the volume, is based on them 
all, and summaiises their common features. The inquiries, 
allowing for local peculiarities, show a remarkable agreement. 
As the authors say : “ the large measure of agreement which 
they present is quite spontaneous and must be attributed to 
similarity in the local conditions.** It is certainly noteworthy 
that seven separate persons of strong Individuality should have 
come independently to such similar conclusions. 

The general survey made by the authors commences with a 
summary of the situation and an estimate of the total amount 
of unemployment and short time, proceeds to describe and 
criticise the various provisions made for relief, produces an 
estimate of the cost, and then eonslders the effects of the dejjres- 
sion. Their intention to refrain from suggesting a policy does 
not prevent them from taking a definite line on matters of 
importance, and they conclude with a chapter of ‘‘ tentative ” 
suggestions. Their attitude is essentially constructive, their 
criticisms bold and decided ; and their pi ineipkvs are sometimes 
of a far-reaching character. 

For the attem 2 )t to estimate the total amount of iinem- 
jdoyment the extension of unemiJoyment insurance to all 
workers, with certain exccjitions, affords more anqjle material 
than in the past. The estimate is rendered more valuable by 
the inclusion of short time, and the attempt to exjness it in 
terms of workers on full time. The limits to the existing figure.'^ 
and the allowances to be made are well brought out. 

Fmphasis is justly laid on the two main influences that an* 
at work. Partly the normal cyclical movement is in operation, 
intensified probably by the fact that the war stopi)cd and held 
back for some years the depression that was developing in the 
early part of 1914. Secondly, the war gave an “ abnormal 
twist ** to industry, bringing very large numbers into some 
trades, notably metals, shipbuilding and chemicals, and checking 
or stopping the development of others. The position in the 
former “ is thus, that whereas they have absorbed practically 
the whole increase in the population, they are at present giving 
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employment only to the pre-war numbers.” Moreover, such a 
“ twist ” appears to be more widely extended than the authors 
suggest. Thus in the building industry, where numbers have 
declined, there has been a change in the proportions employed 
by different branches. Some, like bricklayers and stonemasons, 
have fallen heavily, and others moderately, whilst a few show 
a small increase. During the height of the depression this has 
had no very marked effect; but at an earlier stage a low per- 
centage in some brandies was accompanied by a niu(;h higJier 
one in others. In this case the ‘‘ twist ” may not be directly 
due to the war, but it none the less extends the area of the 
problem and m«ay again become serious with a revival of trade. 

The conclusion of tlie authors in regard to the results of 
unemployment are in some ways hoiieful. At the time of the 
inquiry, though “ there is much real suffering affecting classes 
that were less affected in pre-war days,” an unexampled preva- 
lence of unemployment had produced less actual distress than 
pievious depressions of less extent and duration. This is 
attributed partly to far more adequate public provision, and 
partly to the increased resources of the workpeople as a result 
of the prosperity of the war years. But the autliors point out 
that with the continuance of the depression these resources arc 
likely to become exhausted and the distress to become more 
serious. The same applies to questions of demoralisation. So 
far there was little evidence of active physical deterioration, 
though there is considerable mental strain, or, with certain 
definite exceptions, of an increasing desire to live on public 
assistance without work. Indeed, the real danger is the loss of 
regular occupation, and the effect of constant failure to secure 
work after persistent effort. 

On the subject of maintenance the conclusion is wise and 
courageous. “ Maintenance without work, however demoralising 
it may bo in the long run, is at any rate less demoralising than 
unemjiloyment without maintenance.” And it is well that this 
should have been said, in view of the campaign against the 
so-called “ dole ” ; and jiarticularly that it should have been 
said by a group who represent what is best in all parties. At 
the close of the survey the authors develoj) a number of 
admirable suggestions for dealing with various problems, and in 
particular with “ the overlapping, inconsistencies and anomalies ” 
of existing policy and practice. Finally, the statement in the 
preface that “ no attempt is made at this stage to formulate a 
policy,” raises the hope that the authors will do this in a second 
No. 131. — VOL. xxxiir. 
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volume. They have accomplished so much already, that their 
readers, like Oliver Twist, will rightly ask for more. 

N. B. Dearle 

Insurance hy Industry Examined. By Joseph L. Cohen, M.A., 
F.S.S. (London : P. S. King & Son. 1923.) 

This is a supplement to the author’s book on Insurance 
against Unemployment, published in 1022, and is an inquiry 
into the recent working of the British scheme of Unemployment 
Insurance, and an examinalion of the proposals which have been 
suggested to take its place. The Act of 1911 provided for an 
ex])erimental and partial insurance, which was to begin its 
beneficial working in iJanuary 1913. Its history reminds one of 
that of ,]ose])h in Egypt. The War began in 1914, and reduced 
unemployment to a minimum. Tlic fund from contributions 
became larger and larger. When the War came to an end, 
claims for unemployment became more and more pressing, 
exhausting the reserves in the fund. If in either case the sequel 
of events had been reversed, the consequences waiuld have been 
serious. The early years of ])rosperity were taken to prove the 
success of the experiment, and accoidingly it was extended to 
industrial occupations generally. At the same time the benefits 
were increased, but not to a sutricicnt extent to keep pace with 
the increase in the cost of living. Eour Acts passed in the year 
1921 endeavoured by increase of contributions and otherwise to 
meet the unforeseen difiiculty caused by the great number of 
unemployed persons and the urgency of their claims. 

The administration of the scheme has been subject to much 
ciiticism. It has liecn alleged that it is costly, bureaucratic, 
unjust, improvident and demoralising. Mr. Cohen examines 
these allegations in detail, and arrives at a conclusion favouraliJc* 
to the present system. His main point is that tlicsc defects are 
mostly inherent in the system of Unemployment Insurance, and 
would appear under any form of administration. It may be so, 
but hardly to the same extent. The main error of the existing 
scheme is that it is based, like the national sickness insurance, on 
the unsound principle of the “ flat rate.” No insurance can 
be sound which does not at the outset ascertain what arc the 
probable risks to be insured against, and frame scales of con- 
tribution equivalent to those risks, and graduated as those risks 
vary. For some industries the risk of unemployment is negligible ; 
for others it is heavy. It is obviously unjust to charge the same 
premium to both classes. The injustice is covered or concealed 
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by the arrangement that the workman only pays a small portion 
of that premium directly, the remainder being paid by his 
employer or by the community at large. The employer’s pay- 
ment will sooner or later affect the remuneration of the workman, 
for there is no other fund out of which in the long run it can be 
met. Under the plan of insurance by industry, each industry 
should fix its own contribution according to the risks to which 
its members arc exposed. 

What that contribution should be for so varying and uncertain 
a risk as unemployment, so complicated in its causes and 
effects, is a problem of great difficulty ; and Mr. Cohen examines 
this and other questions that have been raised with respect to 
it, and sums up against the proposal. He states that “ there is 
widespread discontent with the law as it is to-day,” and suggests 
the necessity of further inquiry as to the possibility of improved 
means of dealing with social insurance in all its branches. 

E. Brabrook 


Workshop Organisation. By G. D. H. Cole. (Oxford : Clarendon 
Press, 1923. Published on behalf of the Carnegie Endow- 
ment for International Peace. J^p. xiv -f- fSO. Is. net.) 

The movement which originated in Fe*bruary 1915, in the 
workshops of the Clyde, for a time, as will be l emembered, bulked 
large in the popular imagination; to readers of the “ patriotic ” 
press it stood for the impact of alien and defeatist propaganda 
upon “ sound ” trade-unionism; to its 8ym])athisors it apjieared 
to be the first faint stirring of a new form of industiial life. In 
fact, it was the outcome • inevitable, given the circumstances of 
the war — of a long-smouldering discontent with industrial 
conditions in the engineering and kindred tiades. Its aihieve- 
inents were interesting and .significant, but tlu'y were built upon 
sand, and the incoming tide of industrial depression has largely 
swe[)t them away. It is good, then, to know that we liavc in 
Mr. (kale’s monograph a car(fful and well-documented account 
of the origins and aims of the movement. 

When war broke out, the germ of the Shop Stewards’ move- 
ment was already in being. In the engineering industry iJie 
])ioblem of payment by results -in some respects the crux of the 
whole industrial situation - had long been acute. It liad virtually 
been left to each engineering workshop to determine its own 
salvation, and a .strong tendency towards shop organisation had 
naturally resulted. It is this tendency, and its subsequent 
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development as a “ spontaneous ” and “ rank and file ” move- 
ment, of which Mr. Colo writes. The shortage of skilled men in 
the munitions industries, the restriction of the official activities 
of the craft unions, in conformity with war-time agreement, and 
the impetus which war-time circumstances gave to the political 
doctrines of the Syndicalists and the Marxians, afforded it its 
opportunity, and led to that hectic activity of unofficial com- 
mittees, and to those insistent demands for “ workers’ control ” 
which characterise the closing years of the war. Under the 
influence of the Bolshevik revolution, which provided the sup- 
porters of “ workers’ control ” with both an example and a 
grievance, the movement became more markedly political ; with 
the cessation of hostilities its industrial importance disappears 
and it loses itself in the byways of British communism. 

But it has left its mark upon industrial organisation, not only 
in the agreement of 1919, with which the narrative portion of the 
monograph concludes, and which represents, in Mr. (dole’s judg- 
ment, a “ big advance on the pre-war position,” but in the 
unsolved problems of trade-union structure which it called into 
being, and in the stimulus it gave to a number of officially insj)ired 
experiments in industrial control. Still more perhaps has it 
left its mark upon industrial politics. The alleged analogy 
between “political” and “industrial” democracy -however 
absurd its critics may conceive it to be — will ultimately become 
a living political issue, and the first exchanges in the campaign 
will have been those which took place on the Clyde in the early 
days of the war. 

Mr. Cole has done his work well. His most important source 
of information, he tells us, has been his “ actual memory of 
affairs.” We cannot check the use he has made of it, but he 
has written with studied moderation, and has kei)t his personal 
estimates “ well in the background.” He has probably done 
wisely in detaching the industrial movement of which he writes- - 
so far as it is 2 )ossible to detach it — from its highly coloured 
background of political intrigue. We wisli he had told us a 
little more definitely what the actual position in the workshops 
is at the present day ; it can hardly be gauged, we should imagine, 
in terms of any 2 )aper constitution. 

The book contains some useful appendices (of which the most 
interesting embody the proposals of 1917 for “ Collective Con- 
tract ”), while the whole production represents yet another 
typographical triumph for the Sho2) Stewards of the Clarendon 
Press. H. Phillips 
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CayitaVs Duty to the Wa^e-Earner : a Manual of Principles and 
Practice on handling the Human Factors in Industry, By 
John Calder, Consulting Engineer. (Longmans : New 
York and London, 1923. Pp. xii + 326. Price 10^. 6rf. net.) 

Mr. Calder is editor of Modern Production Methods and 
author of Prevention of Factory Accidents, etc. On the strength 
of a continuous experience in industry extending over nearly 
forty years ” he “ appeals to the able organisers of our present 
material prosperity, to the financial supporters of industry, and 
to tlic employers of the United States, their executives of every 
rank, and those fitting themselves for management and social 
service to glimpse a worthier capitalism and to substitute 
statesmanship for skilful opportunism, economic strategy, and 
militancy.” A firm believer in the virtues of an industrial and 
social system based on individualism, he has yet moved a long 
way from the comfortable belief in the realisation of the common 
good by the clash of men moved by sclf-iiitcrest. One miglit 
hesitate to declare him an adherent to the doctrine that industry 
should be conducted as a social service, a doctrine by no means 
necessarily inconsistent with capitalism, though doubtless if 
realised it would destroy many forms of exploitation, lie 
believes that the interests of employer and employee can be 
reconciled, and that both parties can establish a harmony without 
the intervention of the State, llis theme is the contribution 
which Capital must make towards this reconciliation. 

The book reveals the wide differences that exist between 
the industrial worlds of Amcriea and Britain, although they arc 
built up on the same individualist foundation. Much of it 
will strike the reader on this side the Atlantic with a sense 
tliat he is hearing of ‘‘ old, unhappy, far-off things ” which we 
lived through long ago, and much of what is addressed to the 
American employer will seem to his British brother but little 
suited to help him in his problems. The British employer has 
to find a means of reconciling managerial functions with the 
claims for improved status raised by a nation-wide trade- 
unionism, long accustomed to collective bargaining and, though 
there are regrettable lapses, conducting its fights fairly and with 
respect for agreements. In America trade-unionism is weak in 
relation to the whole body of workers, many of its leaders, to 
put it mildly, do not command the respect of the public, and it 
would not be seriously untrue to say that the body of employers, 
as a whole, is in its attitude towards the workers back where our 
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employers were a hundred ye.ars ago. Nevertheless, there are 
some points of contact in the problems. 

On the managerial side perhaps the foreman is the most 
important olhcial in the eyes of the worker; certainly in his 
liands lie the welfare of the employee and the chances of 
industrial war or peace. The occupants of this “ key position,’’ 
says Mr. Caldcr, “so far as being selected for executive ability 
is concerned, frequently ‘just happen.’” II is opinion is that 
foremen should he trained in “ handling the human factors,” 
in interpreting capital's industrial relations policy, and in acting 
as majiagement representatives on councils - by lectuies, con- 
ferences, and study courses. »Swift & Co., the great packii)g 
company, have foremen’s classes at their works and conduct 
an “ open forum for the answering of economic questions. 
Here, such an effort to swing the minor officials clear on the 
side of the employer would clash against the new movement 
for tlic separate organisation of technical and siq^crintending 
ofiicials. 

In no way does the strangeness (to us) of American con- 
ditions appear more clearly than in Mr. Cahh'r’s advocac^y of 
w'hat he calls “ employes representation.” National agreements 
arc not for him ; his ideal unit is the individual w'orks, though 
lie is fully prepared to give the union element at a plant its 
full proportional representation. His plan is that of an inqirovcd 
“ Shop Committee ” — those imposed u])on industry during the 
war have, he says, disappeared in failure. “ In .July 1922 
between seven and eight hundred concerns in the United Stati's 
w'ore reported to be using some form of employes’ rcprcseiitatiou 
in their plants,” and Mr. Caldcr describes in detail the form 
adopted in Sw^ift & Co.; the full documents in the Appeiuiix 
will repay study. Essentially, the.se bodies arc coiiciliation 
committees, wdth the pow’er to make suggestions to the employtr 
for the better conduct of his business, and in membership they 
are equally representative of the management and w^orking 
staff. The right to strike in the last resort is reserved, and 
Mr. Caldcr strongly asserts that any attempt to use the organisa- 
tion for union-smashing will doom the movement to failure. 

Much that is interesting in the book must be omitted for 
lack of space, but the chapters on profit-sharing may be com- 
mended to those wdio in a hurry have discovered a new way of 
ensuring peace. On unemployment, Mr. Caldcr holds that the 
first duty is on tlic employer to guarantee a “ steady job ” to 
the worker, to stabilise industry by carefully studying and 
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smoothing out its cyclical movement, and then to care for the 
necessary surplus labour at the expense of the industry by 
private insurance. When this course has been worked out to 
the fullest, then, and then only, the sphere of the State can be 
determined. This problem, at least, Mr. Caldcr has studied 
in vacuo. Still the book is interesting and in many ways very 
suggestive. 

Henry W. Macrosty 


The Engineering Incluslnj and the Crisis of 1922 : a Chapter 
in Industrial History, By A. Siiadwell, M.A., M.D., LL.D. 
(London : John Murray, 1922. Pp. vi 1 90. Price Is, Od, 
net.) 

This little book appears to aim at stating the case of the 
engineering employers in the big dispute of last year. The 
author has done his work, as might have been expected, with 
ability and clearness, llis treatment on the whole is fair and 
reasonable. Moreover, the book is not a mere controversial 
l)roadsidc. It gives, again primarily from the employers’ point 
of vdew, a short history of industrial relations in the engineering 
industry, which is of real value. Particularly useful is the 
chronological table of developments in the industry since 1003 
(pp. 7-9), and the collection of the documents in the appendices 
is welcome. 

The general effect of the book is in some ways favourable 
to the Engineering Unions; and it is noteworthy that their 
attitude is commended in some cpiite fundamental matters, 
both between 1907 and 19M, and after the Armistice, their 
steadiness and moderation arc emphasised. Again, the history 
prior to 1875 givTS an impression of self-restraint that is the 
more remarkable in view of the handicaps imposed, uj)on what 
now appear perfectly fair actions, by the Combination Laws. 

Indeed, the author’s ability and moderation do not prevent 
his arguments from strengthening in some ways the case for the 
Unions. In insisting upon the existence of agitators, com- 
munistic aims in certain sections, harassing action in individual 
cases, he is on firm ground. But these things do not obscure 
the strong points of the men’s side. The need for unhampered 
progress in the industry may be admitted, and Dr. Shadwell 
puts forward at least a case for a greater freedom in engineering 
than in other industries. But this sliould be accompanied by 
reasonable safeguards of the men’s position. “ In an imbistry 
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SO unceasingly progressive and changeful no privileged place can 
be reserved for a particular caste.” But if the industry and the 
nation are to benefit, provision should in equity bo made for 
those who may suffer by the changes. To the craftsmen their 
skill is their capital, and they can rightly claim protection against 
loss of livelihood. This too often they have not had. On the 
contrary, Dr. Shadwell insists that advantage has too often 
been taken of them : it is impossible to acquit the employers of 
the charge.” 

Of the points at issue last year, that of overtime was in many 
ways an open one on the basis of existing agreements. The 
Unions seem to have overstepped the mark, in claiming that it 
should not be worked without their consent; and, if they had 
contented themselves with this, the employers’ case would bo 
very strong. But the agreements are admittedly limited to 
necessary overtime. Ajid between absolute Union control and 
the employers’ claim to bo sole judges of necessity there is surely 
room for a middle course. Tlie latter, indeed, could be so used 
as to make the limitation practically a dead letter. 

On more general grounds the workmen’s case was, in the 
prevailing circumstances, stronger. Overtime, in periods of 
depression and unemployment, can only be justified in certain 
special emergencies. Liberty to work some men overtime at 
the expense of keeping others out of employment — and this 
would in practice be the result of the employers’ claim — is very 
dilficult to justify. Moreover, apart from these sj)ecial eiiK'r- 
gencies, the employers’ assumed need for overtime rather suggests 
a desire for a big reserve of unemployed. In some eases it 
seems to be due to bad management. Dr. Shadwell admits tJic 
natural anxieties of the Unions on the (piestiori of unemploy- 
ment, whilst his arguments for the employers’ standpoint aj^', 
for him, weak, and thus seem to indicate that there is little (o 
be said. 

The real ability, indeed, with which he argues the case for 
the employers thus tends to emphasise its w^eak points. In 
other matters, as, for instance, in regard to control, that case 
is stronger, tliough hero also Dr. Shadwell does not altogether 
meet the real and legitimate claims of the men. At the same 
time the strong points in this case — and in parts it was 
undoubtedly strong — receive their full weight. And there is 
much in the book that is of real value for its own sake, quite 
independently of the case of either side. 


N. B. Dearlk 
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Report on an Enquiry into Working Class Budgets in Bombay, 
By G. Findlay Siurras, Director of the Labour Office, 
Government of Bombay. Pp. 299. 1923.' 

This is a companion volume to the Report on Wages and 
Hours of Labour in the Cotton Mill Industry noticed in the 
Economic Journal, p. 265, 1923. The two together supply 
materials for a picture of labour conditions in Bombay, and the 
present volume has also the object of providing data for the 
criticism of the current Cost of Living Index Number. 

It is well known that the difficulties in the collection of ade- 
quate family budgets from moderately educated Europeans and 
Americans arc very great, and these are enhanced when illiteracy 
is common. The getting together of 3076 budgets that survived 
severe criticism is a noteworthy feat; the method followed 
was to employ native investigators who kept in close touch with 
the families during the month which each budget covers. It is 
a weakness that the collection was s^iread over twelve months 
(May 1921 to April 1922), during which prices were rapidly chang- 
ing, and comparability with future investigations will bo vitiated 
owing to the abnormality of the period covered. 

An interesting feature of the collection is the inclusion of 603 
budgets of men living singly in Bombay and supporting wholly or 
ill part their families in the country, to whom on an average 
26 per cent, of their income is remitted. The remaining budgets 
were collected from ordinary family groups, the bulk of which 
(2030 out of 2473) contained two adults only; of these, in 211 
cases there were no children, in 521 one, in 713 two, in 398 three, 
in 187 four or more. The “ mode ” is definitely man, wife and two 
cliildrcn. This cannot bo directly compared with the average 
English family, since the selection in Bombay was mainly limited 
to self-contained families consisting of a liusbarid, wife and 
children, and therefore tended to exclude childless and very small 
families. It is the more remarkable that tlie number of children 
should be so small, and that any preconceived idea that a working 
man has normally three children to support is as erroneous in 
Bombay as in England. 

The average monthly^ income shown in the family budgets 
is 52Rs. 4a. 6p., which corresponds closely with the wages found in 
the previous volume, and the incomes arc adecpiately distributed 

‘ Obtainable from the Superintcudoiit, Govommont Printing and Stationery, 
Poona. Rs. 3-14 -0. 

* It is doubtful wliethcr the budgets covered a calendar month or four weeks. 
The wage comparisons made suggest four weeks. 
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about this average, ranging from below 3()Rs. to over OCRs. 
Tlie average number of wage-earners to a family is 1*54, 
and on the whole the larger incomes are attributable to the 
presence of two or more earners. In the poorest families the 
number of children is fewest, a fact attributed by the author 
to very high infant raoi-tality. 

Careful tables and illuminating diagrams are given to show 
the proportions of income spent on food, clothing, etc. If we 
exclude miscellaneous exj)cnditurc tlicsc proportions may be 
compared with the weights used in compiling the Cost of Living 
Index Number for the United Kingdom, and with statistics of 
budgets in the United States thus : 



BoniVjay 

U. K. 

U.S.A. 

Food 

. G9«7 

02 i 

52 

riotliing. 

. 11-7 

17 

23 

Rent 

})*6 

12J 

IS 

Fuel and light , 

00 

8 

7 


100 

100 

100 


Similar eomparisons can be made from Table XX for many 
countries. In view of the fact that 07 per cent, of the families 
included in Bombay live in single rooms the proportions on rent is 
high relatively; actually the rent is only 1 or 1| rupees weekly. 
This suggests that comparisons between the low scale of expendi- 
ture in India and the higlier scale in Europe should only be made 
with great caution. 

It is regrettable that in spite of the number of tables and the 
ingenuity of the statistical devices employed, there is no attempt 
to estimate the adequacy of the diet, which is mainly vegetarian, 
on the basis of calories. The average appears to be slightly 
lower than the ration allowed in Bombay jails for prisoners on 
light labour, but a rather more careful analysis would be needed 
before this statement was established. A. L. Bowlev 


Co-ojnmlive Consvviers Societies in the United States in 1920 
(Bureau of Labour Statistics, No. 313). By Florence E. 
Parker. (Washington. Pp. 140.) 

Co-operative Credit Societies (Credit Unions) in America and in 
Foreign Countries (Bureau of Labour Statistics, No. 314). 
By Edson L. WiiiTNEV. (Washington. Pp. 60.) 

Miss Parker’s pamphlet gives an interesting account of the 
position of Consumers’ Co-operation in the United States, which 
was one of the first countries to follow the lead of the “ Rochdale 
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Pioneers.” It set up its first Consumers Organisation at Boston 
in 1844, but evidently the soil was not congenial to this type of 
Association, for after nearly seventy years of effort the movement, 
having regard to the growth of population and progress in other 
directions, has not much to show when compared with what has 
been done in Great Britain and elsewhere in Europe. There 
appear to have been eiirious “ fits ” of co-operative enthusiasm, 
and from time to time in different parts of the country ; hundreds 
of stores have been started only to rapidly die out. 

The last “ fit ” of this kind was in 1874, when a “ purely 
co-operative organisation,” the Sovereigns of Industry, “ opened 
stores all through the North Atlantic coast States.” This move- 
ment failed in 1879. 

The average membership for each of the approximately 1000 
Societies was in 1920 less than 300. Of late, however, and 
especially during and since the war, interest in “ all lines of 
co-operative activity has revived."’ 

The section of the pamphlet dealing with failures would have 
been more interesting if some reasoned explanation for the 
failure of this movement to “ catch on ” in the States had been 
given. “ Insufficient capital, lack of co-operative spirit, in- 
efficient management, lack of jiatronage,'’ and so on as reasons 
do not carry us VTry far. .May it not be that the possible savings 
by co-operative action arc regarded by the highly paid workmen 
of the States as not worth troubling about, or that the country, 
as compared wdth the older countries of Europe, gives more 
opportunity for individual advancement and thus draws away 
from co-operative effort those strong characters without which 
even in the older countries the movement would not have 
flourished ? Again, did the Multiple Store of private enterprise 
get a strong position in the States much earlier than in the older 
Countries, and with its very efficient and economical methods 
fill the place elsewhere taken by the Consumers Store ? 

Mr. Whitney in the first few pages gives a very brief though 
useful account of the doings of Credit Societies in Germany, 
Italy and other European countries, whilst the main part of the 
pamphlet deals with Co-operative Credit Associations in America, 
including Quebec. 

What has been said above with regard to the Consumers Store 
in the United States w'ould appear to apply to the Co-operative 
Credit Society also. Such Societies have obviously not taken 
kindly to the American soil. The business done by the whole of 
the Credit Societies in all the States is trifling when compared, 
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say, witJi the operations of similar Societies in Germany or Italy, 
and this notwithstanding tJie fact that the movement to establish 
Go-operative Credit Associations in the United States has been 
on foot since 1870, when Josiah Quincy and others “ petitioned 
the Legislature of Massachusetts to pass a law allowing the 
incorporation of Co operative Banks on the Schulze Dolitzsch 
plan.” Acts authorising the establishment of Credit Unions 
have been passed by eleven States, but, says Mr. Whitney, 
“ Kxpcriciice has shown that the passage of Enabling Acts is not 
enough to promote the growth of Credit Unions, that general 
education in co-operation is needed, and that all ideas of the 
movement based on philanthropy should be dismissed and the 
Credit Unions operated on a strictly business basis.” 

The Appendix contains a good Bibliography which should 
prove most useful to all interested in the subject of Co-operative 
Credit. 

Henry Vivian 

The Co-operative Movement in Jitfjo-^laviay Roumania ayid North 

Italy daring and after the World War, By Diarmid Coefev. 

(England : Oxford University Press. Pp. 95.) 

This is one of the scries of preliminary economic studies of 
the war issued under the authority of tlie Carnegie Endowment 
for International Peace. In many of the districts visited Mr. 
Coffey evidently had considerable difficulty in getting reliable 
statistical information, for lie ttdls us again and again that the 
books of the Societies were wholly or partially destroyed during 
the war. This, however, has not prevented our being given a 
very good account of the struggle towards co-operative organ isa 
tion by the populations concerned, whicli arc mainly rural. 
“ 1’iicre is no big manufacturing town in the whole eoiintiy 
(iSerbia), and except on the Dalmatian coast, where there is {i 
certain amount of fishing, the population depends chiefly on the 
land for its support ” ; but there is a strong agricultural move- 
ment in every province, based chiefly on credit societies of the 
Raiffeisen type. 

Our attention is called to an interesting effect of the war upon 
the financial position of the population, for we are told that “ at 
the end of the war the average peasant found himself with large 
supplies of money,” so that for the moment he did not need 
credit, but had a large amount of currency on deposit. Before 
the war the loans greatly exceeded the deposits; after the war 
the deposits greatly exceeded the loans. 
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In Croatia, as in Slovenia, we learn that co-operation is 
predominantly clerical, and the principal Co-operative Unions 
are largely controlled by the Roman Catholic priests. There 
is, however, in Slovenia an “ anti-clerical ” co-operative organisa- 
tion run by National Democrats. 

One gathers that the Mohammedan portion of the population 
docs not take well to co-operative effort. Although the move- 
ment in Jugo-Slavia hitherto has been practically confined to 
meeting the needs of the agricultural population, there are “ some 
signs ” that it will develop in its “ industrial distributive form.” 
In Zagreb, for example, there arc already two “ consumers 
societies ” run on “ purely Rochdale lines,” except perliaps that 
“ it is directly socialistic in tendency.” 

Before the war co-operative activities were distinctly associ- 
ated with the movement for preserving Slav independence. Now 
it is developing into “ a purely economic movement for the 
uplifting of the Slav race.” A proposal is on foot to unite all 
the scattered Unions of pre-war days into a “ Union of Unions ” 
for the whole of Jugo-Slavia. This is in harmony with, and 
should tend to strengthen, the spirit of unity between the various 
groups which go to make up the State. 

In Roumania the revolutionary changes, in the land system 
arising out of the war liavc profoundly modified co-operative 
developments. “ The Government has confiscated 2,000,000 
hectares of land, which it is going to divide amongst the peasants. 
The land is being given free to the peasants and the owners com- 
pensated by “ Government paper.” It has further been enacted 
that no individual may own more than 500 hectares of land. 
“ Each group of peasants which is to be given confiscated land 
is compelled to form a co-operative society to develop and 
work tlie land temporarily until the State is able to make a 
permanent division.” 

The Roumanian Co-operative Movement is State controlled 
to “ a degree unknown elsewhere in Euroiie and comparable only 
to India.” 

The publications reviewed in the last issue of the Journal 
deal more fully than Mr. Coffey with the movement in Italy, but 
he brings out the interesting fact that the productivi; societies of 
Italy have between 300,000 and 400,000 members, and employ 
about 2,300,000 workers, or roughly one-seventh of the 
population. 


Henry Vivian 
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Die Oemeiimirlschajt. U ntersuchuugen iiher den Sozialismns, 
By lATDWia Mtsios. (Jeiia : Fisclier. 1922. Pp. 503, 8vo.) 

If LiberalLsin may be called an Englisli idea, Socialism is 
certainly a German one. True, the earliest conceptions of 
Socialism arc duo to English and French reformers, but Socialism 
has never gained, either in France or in Ejigland, so great an 
influence as in Germany and amongst the peoples of Eastern 
Europe who have been dominated by German thought, such 
as the Russians and Czechs. On the other liand, Liberalism 
has never taken root iji Germany, where it has always been 
suspected in tiie e^'es of tlic authorities, idiilosophers and even 
economists alike. With tlic exception of Wilhelm von Hum- 
boldt, Germany has never produced a great and original Liberal 
thinker, and even his writings have had but a small influence on 
opinion. The opponents of i\rarxism in Germany are therefore' 
by no means Liberals. In opposing tiie Marxian doctrine th(‘y 
condemn Liberalism no less. .During the Great War and sub- 
sequently some professors have contiasted the “ true Geiinnn 
Socialism witli Liberalism, which they treat as an invention 
of French and English and principally of Jewish writers. In a 
recent paper on “ Prussianism and Socialism,'' Oswald Spengler, 
wJiosc Uidertjang des Abendlitndes (Munich, two vols.) had an 
unparalleled success, put forward the lIohenzolkTiis as tlu' 
parents of a “ true Socialism," and alleged that the English, 
the French and the Jews joined to spoil the Prussian Model 
State, which alone could have saved the world. 

In these circumstances it is remarkable indeed that Pro 
fessor Mises of the University of Menna endeavours in a laigi* 
work to refute Socialism and to defend Capitalism. In hio 
earlier treatises {Thcorj/ oj Moncjj, 1912; Nation, Slate and 
Economics, 1919) Mises has already i)roved that he sees thine'^ 
in a ditferent light from that in which the leafUng oflieial 
economists sec them, lie now" makes a more severe attack on 
the Socialist ideal than has ever been made befoie in any G(‘rnia]i 
book. 

In his opinion the fact that a society in wliich the means ot 
])roduction arc owned by private capitalists, is composed of ricli 
as Avell as of poor, is no argument against the system. Rcnthaiii 
said : “ The law's in creating property have created wealth ; 

but with res])ect to poverty it is not the work of tlic lawsu- 
it is the jyrhnitive condition of the liumaii race.” The principal 
question is, whether Socialism is able to improve the efficiency 
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of labour or not? Now, in fact, in a Socialist society the 
efficiency of labour must be much worse than in a capitalist 
one; Socialism, therefore, would not have the disposal of such 
a quantity of goods as the modern capitalist society ; it could 
not distribute so much among its consumers as Capitalism could. 
Mises insists further that a Socialist commonwealth would not 
even be able to calculate well. National production is based 
on the fact that wholesale and retail prices arc fixed by the 
haggling of buyers and sellers, and these prices are the standards 
of commercial calculation. In a Socialist society, where there 
are no prices, there would be no measure of value for commercial 
and technical reckoning. In an intricate research IMises shows 
that it is impossible to avoid the obstacles to the realisation of 
the Socialist ideal which arise from that cause. 

Mises contests also the theory that social evolution must 
necessarily bring about a Socialist future. The Marxian theory 
of the Struggle of Classes is as carc^fully criticised as the theory 
that the further development of trusts and combinations must 
necessitate a change in the social order. In the opinion of 
Mises the ethical argument for Socialism too is- false and he 
declares himself a follower of the utilitarian philosophy of 
Bentham, Mill and Feuerbach. If private propei ty is a necessary 
institution and if, under the system of private property, life is 
happier and riches are greater than under any other social 
system, there is no reason to believe that private property is 
in itself opposed to ethics. Capitalist society is in reality a 
democracy of consume7\'^ ; every penny spent is a title to an 
economic vote, and enterprisers must obey the wishes of the 
consumers. It is a fallacy that capitalists, merchants and 
factory owners can do what they })lease; they have to obey the 
laws which the consumers impose on them. Ciiildsmcn too 
ignore that men can realise “self-determination'’ only as con- 
sumers, but not as producers. Self-determination of producers 
is all nonsense, even under Socialism. 

It is impossible to summarise brielly the entire contents of 
this largo volume. Its author omits none of the underlying 
questions nor any of the ideas of Socialism, lie deals with 
political constitution in its relation to private propeity as well 
as with family life, religion, factory legislation, old age pensions, 
etc., and he criticises frankly the Socialist doctrines, which he 
sharply calls “ Destructionism.” The actual success of his book 
is worth mentioning. Prof. Herkner of Berlin, the leader of 
the German so-called “ University-Socialists,’’ and president of 
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their “ Association for Social Policy,” recently characterised 
this work as an excellent refutation of all the conceptions of any 
Socialist system. 

E. SciIWIEDLAND 


Seltlements and their Outlook, (London : P. S. King and Son, 
1922. Pp. 192. Price 2s. Gd. net.) 

This little book is primarily an account of the International 
Conference of Settlements held at Toynbee Hall in the July of 
last year. The compiler has put together a judicious blend of 
quotations from the delegates* speeches and papers, with descrip- 
tive matter of his own, and has produced the best brief intro- 
duction at present available to the position of the settlement 
movement. 

The conference demonstrated the extent of the “ movement,’* 
for it was attended by representatives from the United States, 
Austria, Canada, France, Germany, Holland, Japan, Norway, 
Russia, Sweden, besides those of most of our own sixty-six 
settlements, most of them still very young (Toynbee Hall, with 
its thirty-four years of life, is of hoary antiquity as compared 
with the great proportion of its followers), and all of them coping 
in their different countries with very similar post-war problems. 
The strongest impression left by the Report is of this essential 
similarity in the problems of urban, and occasionally of rural, 
life, through which successive speakers took cross-sections. The 
methods, however, by which settlements are trying to deal with 
the problems thus raised are as varied in efficiency and scope ss 
the personalities of their leaders, and as the whole range of current 
theories of economic and social reform. Thus the Ro})ort 
describes the “ Postes do Secours ** established in the Frencli 
devastated areas and developing a new social sense in the peasant ; 
the “ Soziale Arbeitsgemeinschaft,** attempting to interpret a 
new life in Germany after the War and Revolution; the plays 
and lectures of our own educational settlements ; the municipal 
cinemas attached to some of those of Japan ; the very interesting 
“ music schools ** of some of the American settlements, trying, 
like those of Canada, to weld the foreigner into the national life, 
in cities so cosmopolitan that in one Canadian district election 
notices had recently to be posted in thirty different languages. 
Whatever their special point of contact with their neighbours, all 
settlements aim at present, according to the conference speakers, 
at helping the shapeless democracies of the modern industrial 



1923] 


SETTLEMENTS AND THEIR OUTLOOK 


409 


town or village to develop a communal sense, and incidentally 
in most cases to make a reasonable use of leisure. 

Beyond the fact that the settlement in all countries stands 
for “ neighbourliness,” two points emerge from the interesting 
reports here condensed. 

(1) The settlement movement, though its age is only a little 
over thirty years, appears older than its years warrant, from the 
rapidity of the change that has come over the town population 
of England at least during this time, and the corresponding 
changes in attitude and method required from settlements. 
The population of the big industrial town is (in theory if not in 
practice) no longer inarticulate, and therefore in need, as in the 
'nineties of last century, of groups of educated settlers to express 
its wants. Equally, much of the practical work done by the 
early ” settlers,” e.g. in Whitechapel or Southwark, has now 
been taken over by state or municipal officials. Increasingly, 
too, localities are learning to manage their own affairs, in other 
things than in local government. But there is still urgent need 
for settlers (and others) to helj) the town dweller in crowded 
areas to develop effective group action, whether this begins in 
membership of a choral society or in other more (or less) ambitious 
form. In this direction there is a specially valuable sphere for 
settlements at present. 

(2) There is a clear difference of opinion and practice as to 
tlie best way of interpreting neighbourliness.” Should settle- 
ments be mainly educational, and so link themselves on to the 
adult education movement as it appears in different countries, 
or should they be “ philanthropic ” in the best sense of the word ? 
The answer to this question, perennial in most forms of what is 
vaguely called “ social work,” depends largely on the temperament 
of the speaker and the generation to which he or she belongs. 
At present it has been met in England and elscwJiere, so far as 
settlements are concerned, by the development of two types of 
settlement, “ Educational ” and “ Kesidential,” now federated 
separately in England. The tw^o methods are not mutually 
exclusive; but their coexistence shows the need, on which 
delegates from settlements as well as their outside mentors 
insisted at the conference, of time for clear thinking in the 
present stage of the movement. 

Some reference is made in this Report to the use of settlements 
as “ centres for social training,” formal and informal, and the 
protest of a vigorous American delegate against their indiscri- 
minate utilisation for practice in research is w^orth consideration. 

No. 131. — VOL. xxxiJi. 
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Tlio relationship, however, of settlements to the present genera- 
tion at the Universities and their contemporaries, together with 
practical difficulties as to finance and personnel, received com- 
paratively little attention at the conference, which at this first 
international gathering deliberately concentrated on principles 
and main lines of development. 

C. V. Butler 


The Charity Organimtion Movement in the United States. A Study 
in American Philanthro'py . By Frank Dekker Watson. 
(New York : The Macmillan Co., 1922. Pp. x + 560.) 

“ Of all the antecedents of the Charity Organisation movement 
in the United States, none has had a greater influence than the 
work of those pioneers of England just reviewed. The first 
Charity Organisation Society to cover a large American city 
(Buffalo) was transplanted direct from England. But of even 
greater importance was the influence of the work and writings 
of Edward Denison and Oetavia Hill from whom the spirit of the 
w^ork ill Amciica, especially Boston and New York, received great 
impetus.'* Mr. Watson’s chapter on ‘‘ Foreign Antecedents,” 
therefore, outlines a history common to both countries, beginning 
witli the contributions of St. Vincent dc Paul in the seventeenth 
century, Casper V^an Voght at Hamburg in the eighteenth century, 
Count Kumford at IMunich, passing on to the work of Chalmei’s 
in Glasgow, Frederick Ozanam and Sylvain Bailly in Paris and 
ending with a brief sketch of the Elberfeld System and the 
circumstances under which the London Society was launched. 

The two chapters on ‘‘ Antecedents of the Movement in the 
United States ” and Beginnings of the Movement in the Uniled 
States ” arc full of instances of the importance of material 
catastrophes in securing increased co-operation and systematic 
organisation. Sandwiched in between these chapters are two 
others on “ The Functions of a C.O.S.” and “ The Principles and 
Methods of Charity Organisation ” analysed with sympathy 
by a worker with inside knowledge and with the judicial detach- 
ment of mind demanded from the writer of a thesis for the Ph.D. 
degree. 

The number of societies increased from approximately twenty- 
five in 1883 to about one hundred in 1895 and about one hundred 
and fifty in 1904, the latter period of nine years being regarded 
by Mr. Watson as “ The Era of Movements for the Prevention of 
Poverty.” “ Although societies existed in all sections of the 
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country, the vast majority were still to be found east of the 
Mississippi and north of the Mason and Dixon line. Most of 
them were also still located in the relatively large centres of 
population. Charity Organisation Societies were to be found in 
over fifty of the sixty odd cities in the count ly having 60,000 
population or over. The smaller towns and semi-rural districts 
were in the main untouched by the movement.” “ The Nationali- 
sation of the Movement [1905-1921] ” shows developments 
similar to those in England, and it is not until we come to Mr. 
Watson's analyses of “ The Renaissance of Social Case Work ” 
and ‘‘ Tests of Efliciency ” that we become conscious of alien 
modes of thought (and perhaps of feeling). 

At the same time we have been reminded more than once that 
there is great danger of misunderstanding between English 
and American writers from the use of the same words with different 
meanings. Mr. Watson tells us that Philadelphia “ followed very 
closely the decentralised plan of oiganisation of the London 
Society,” and adds, “ This is still the London plan. It has been 
abandoned everywhere in the United States.” The description 
given of the organisation of the Philadelphia Society by Mr. 
Watson (himself the chairman of a district committee, or rather 
of a “ case conference ” of that Society) shows little resemblance to 
the system and practice of the London Society at any time of its 
existence, l^y 1901 the Philadelphia Society's Central Board 
“ had effective control of but three wards out of the city's forty- 
two." (V)-option of the best people by the best people rather 
than democratic selection has been more or less consciously the 
method adopted by the London Society. 

Again, the English pioneers perhaps never thought of mention- 
ing to their American friends that the “ ecclesiastical parish ” 
system in England dated back more than a thousand years even 
if it was “ only complete in the fourteenth century ” {Encyc, 
Brit.), and that the clergy of the Established Church held a 
position in relation to the poor in each parish which rendered 
their aid or obstruction of vital imijortance to the C.O.S. We 
are reminded of radical differences in environment when wo read 
that in 1895 the Buffalo Society evolved its “ Church District 
Plan ” under which ‘‘ each church accepting a district promised 
to assume a special responsibility for the moral elevation of its 
district. . . . Except in conspicuous instances the churches were 
able to raise little relief except for their own poor. ... If a 
family requiring liberal continuous aid was assigned to a church 
of small means, the Society had to come to its rescue." 
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412 


THE ECONOMIC JOURNAL 


[sept. 


Fully recognising the great difficulty of writing comparative 
liistory, it is yet difficult to understand how one so well acquainted 
with Airs. Jlosanquet’s history of the London Charity Organisation 
Society could write as Air. Watson docs — in one of those crystal- 
lised notes which everyone reads and everyone remembers— 
“ The English movement has been based in the main on the 
Alaiu'hestcriaii School of Economics, with its emphasis — modern 
cmx)hasis — on laissez-faire. In America, on the other hand, the 
emphasis has been on an increase in Government activity, or at 
least social control through legislation. The American view- 
I^oint has been increasingly social, which, in recent times, has 
been finding an outlet in legislation. An example of this is tlu) 
tenement house legislation in New York, in the main the result 
of etforts of Charity Organisationists.'* 

What is the London Society’s record on Housing? “In 
November 1872 it determined to appoint a Committee of xMembers 
of Parliament and others to consider what more could h) 
done to improve the dwellings of the poor in London. . . . 'J’lie 
Committee included Lord Salisbury, Lord Shaftesbury, Lord 
Derby, Lord Rosebery, Air. Kay-Shuttleworth, Aliss Octavia Jiill, 
many AI.P.’s, two Alcdical Officers of Health, and representatives 
of the various Dwellings Companies, the C.O.S. itself being 
well re[)resented. At its seventeenth and final meeting in .July 
1873 it adojjted a Report to be sent up to the ('ouncil. . . . The 
Council and the Special (.^ommittee acting conjointly prepared 
a memoiial, and in Apiil 1874 the then Home Secretary received 
a deputation introduced by Lord Shaftesbury. . . . InNovembiT 
1875 the Artisans Dwellings Act became law. ... In 1880 llu* 
Society initiated another campaign on the Housing Question, ’ 
resulting in the passing of the Artisans Dwellings Act 1882. 
“ The Society now turned its attention towards the formation 
of Sanitary Aid Committees,” and so on, until 1912, when Airs, 
liosanquet’s history ends. 

The charge of Alanchcsterism and laissez-faire (in a Society 
warmly supiiorted by Ruskin) may be contrasted with thr; 
impression of Lord Shaftesbury, the leader of the movement 
for factory legislation. In 1873, “ when the Organising Seci-etary 
raised the question of criminal lunatics Lord Shaftesbury wrote 
reproaching the Society for ‘ erecting yourselves into a grand 
association for the control of everybody and everything. 1 
certainly shall refuse to become or, perhaps, remain a member 
of a body so fearfully ambitious.’ A Report of the Society 
drawn up to incorporate the sugge.stions of it.s Special (Vunmilb'^* 
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[on the treatment of imbeciles] was submitted to the Local 
Government Board in May 1877, by a large deputation which 
included Lord Shaftesbury, then Chairman of the Commissioners 
in Lunacy. ... A County Government Bill soon after brought 
before Parliament embodied a large part of its programme. 
Unfortunately the Bill was ultimately withdrawn, and the desired 
reforms postponed.” The Society never slackened in its efforts 
in this direction, and in 1913 had the satisfaction of seeing the 
Mental Deficiency Bill become law. 

The County of London is smaller than Philadelphia, and Great 
Britain is less than two Peunsylvaiiias, but the Central Office 
of the London C.O.S. has always been within a ten-minutes* walk 
from the Houses of Parliament and the London County Council. 
The successful opposition of the Society to innumerable legislative 
proposals on all sides has obscured from the eyes of the ever- 
(‘an'less “ man-in-thc-strect ** the large amount of successful 
effort which it has devoted to legislative improvements. 

C. E. Collet 


Economic Essaj/s, By David Rklvrdo. Edited with Intro- 
ductory Essay and Notes by E. C. K. Conner, K.B.E., 
Litt.D., late Professor of Economic Science in the Ihiiversity 
of Liverpool. (Bell & Sons. 1923. xxxvi | 315.) 

When Professor Gonner {quod mortah juU) was taken from 
us on 24th February, 1922, he had happily left this book ready 
for the printer. It includes all the smaller economic ^vorks of 
Ricardo * except the Plan for a National Bank and the Essay 
on the Funding System, omitted because “ ephemeral in their 
interest ” (Pref.), and perhaps also from a desire to make the 
second volunuj match the first in size. The omission spoils the 
book as a w'ork of reference ; but it was not meant for such. 

The first volume of Gonner s Ricardo, containing the 
Principles of Political Economy and Taxation," appeared in 
the first year of the i:)resent Journal and was reviewed tluue 
(December 1891, pp. 769—774) by Dr. J. N. Keynes, the Intro- 
duction (60 pages in small type) naturally cenning in for special 
comment. The Introduction to the present book is in larger 
fypo and fewer pages. ^ Professor Gonner had covered nearly 
the whole ground in 1891, as Ricardo himself had done, irregularly 

^ After tho “ Letters to the Chronicle,” rc'printcd by Professor Hollander in 
1004. 

* P. xxiii, lino 11, for ** unrobutting *’ read unremitting.” 
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enough, in the “ Principles.” What the Introduction of 1891 
had not done was embraced in the Appendix on Critics and the 
Ap})ondix on Land and Rent. It was quite riglit, therefore, for 
the Editor to be brief in 1922. 

But the essays on Bullion, Bosanquet, Economical and Secure 
Currency, give us far more than wc had in the “ Princii^les.” 
lOven the tracts on the Price of Corn and Agricultural Protection 
leave the corresponding parts of the “ Principles ” far behind 
them. On the other hand. Taxation is more fully covered by the 
“ Principles ” than by any essay. There was still some room for 
the present Introduction and its ripe wisdom. 

If there had been time for revision, the running commentary 
would doubtless have told us, for example, who was the Edinburgh 
Reviewer who provoked a long reply from Ricardo (Conner, 
pp. 43-60); it was Malthus and who was the “ingenious 
calculator ” (Gonner, p. 196) who found out the Bank’s cash 
and bullion in 1797 ; was it Tookc? Wc should have been told 
the fate of the Ingot Plan, about which little is said (p. xxvi). 
It was a pity to follow MacCulloch and leave out the Preface to 
the Bullion tract. But wc should be grateful for what we have 
received in both volumes, namely, the best of Ricardo in stnall 
compass. 

J. Bonar 


The History of the Worahipfid Comprmy of the Drapers of Lomlon : 
preceded by an Introduction by tlie Rev. A. IF. .Fojinsox. 
(Oxford ; Clarendon Press. 1922. Vol. III., pp. viii | 020 ; 
Vol. IV., pp. xi f~ 6i53; Vol. V. (Fndex to Vols. I.-lfl., and 
Corrigenda), pp. 1-99.) 

This is the continuation of the great history of the Draper -, 
the first two volumes of which appeared in 1914 and were reviewed 
in the Journal, XXVI., pp. 507-513. The completion of the 
printing of the work was prevented by the War; jierhaps, too, 
the same cause has resulted in the later volumes being somewhat 
compressed, compared with what they might have been in other 
circumstances. Still the economic historian is provided with 
liountiful material and an experienced and interesting guide 
through its intricacies. Some idea of the magnitude of the work 
may be gathered from the fact that the index to the first three 
volumes forms a book in itself, about the size of the index to 
ten volumes of the Journal. 

Comparing the third and fourth volumes with the first two. 
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the reader feels himself at once in a changed atmosphere. In 
the former the history was mainly that of a trade guild; in the 
latter it is more that of a benefit society. Mr. Johnson has spent 
much time in classifying the actual occupations of the freemen, 
and early in the seventeenth century the great majority were 
no longer drapers. For instance, in 1624, out of 528 freemen 
only 25 were described as drapers or woollen drapers, while as 
many as 116 were tailors, 46 were silk weavers or in other ways 
connected with the silk industry. Yet no sooner docs one describe 
the Drapers’ Company as being of the nature of a friendly society 
at this time than the need for qualifi(*ation at once arises. It 
was a friendly society, not indeed mainly of drapers, but of 
business people and, in the main, with some sort of connection 
with the textile industries of the period. No doubt where we 
find a minority of members falling outside this general classifica- 
tion, there may have been some family connection with these 
tiades. Further, too, the Company was affected by its own 
history, and early in the seventeenth century it bore its share 
in some of the great commercial adventures of the period. Thus 
it or its members or both became shareholders in the Company 
for discovering a North-West Passage, in the Virginia and 
Sommers Isles Companies, and also in the London Plantation 
in Ireland. Quite possibly a comparison of the list of freemen 
of the Drapers’ Company with that of the shareholders in the 
A'irginia Company (which is in existence) would enable the names 
ii; Vol. IV. pp. 88-89 to be extended considerably. The con- 
nection with Virginia was short — that with county Londonderry 
in Ireland lasted for about two centuries and three-quarters, 
’the general policy and procedure of the Irish Society (whicli 
was the incorporated body administering certain property which 
was not conveniently divisible amongst the Livery Companies) 
is fairly well known, but tlierc is much less information as to 
what happened regarding the proportion of land assigned to 
some of the Companies. Mr. Johnson traces this with great 
detail and with ample documentary evidence. To students of 
the administration of landed property his work will be of great 
value. While it is of very great interest, the subject is too 
technical to be dealt with adequately here. Probably the main 
(luestion is whether a London Company could be a good landlord. 
Mr. Johnson is able to produce a considerable body of evidence 
towards a favourable verdict. Of course tlie circumstances have 
fo be taken into account. The Company received a district on 
the borders of counties Antrim and Tyrone w asted by w ar. It was 
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temporarily dispossessed by decree of tlio Star Chajiiber after pro- 
cc'ediiigs extending from 1625 to 1635. There was the rising of 
1641 and the scouring of the country by tlie army of James II. 
The documents tend to show that tlie Company entered on and 
pursued its task with a due sense of responsibility. For the rest 
it depended on the one liand upon the integrity of its representa- 
tives and still more upon the energy of those to whom it made 
leases of comparatively large areas. In 1638 the whole property 
was administered by six freeholders, three leaseholders and one 
tenant of the manor. That there was rapid progress since the 
beginning of the eighteenth century is obvious, as, for instance, 
in the growth of Draperstown, and there can be no question as 
to the extent of the i)ubli(j and ehaiitable contributions of the 
Company. Perhaps the most interesting aspect of the situation 
was that evidently the Company endeavoured to apply (subject 
to the dilFiculties of distance) the best traditions of English estate 
management to its property in Ulster. 

As to the general development of the Company, the change in 
its activities mentioned a])ove makes these volumes less important 
to the student of commerce but of surpassing interest as regards 
social development. They contribute vastly important evidence 
towards the filling of a serious gap in our historical knowledge, 
namely, how plain, ordinary people were afTected during great 
historical events. In the seventeenth century there is the great 
historical pageant of constitutional disputes, the Civil Wars and 
the Revolution. ITow did these ei)och-making events react on 
the lives of the people ? Until recently those whom the problem 
interested might speculate, with more or less success, but now wo 
arc beginning to know, and in the growing body of such know- 
ledge the Drapers’ records will occupy an important ])laco as 
regards life in London. 'J’hey show first of all~and this is u( t 
least important — a change in tJic national attitude. During 
the greater part of tJie reign of EIiza]>elh the awakening ^4 
the nation had gone to pcojilc’s heads like wine. (,becks to 
enterprise, such, for instance, as outbreaks of plague, were iillle 
more than jiauses in a time of excited and sustained adventurous 
advance. After such a period, reaction was to be expected. 
Generally speaking, one wonders tliat in the second half of tJie 
sixteenth century unfavourable conditions had so little effect, 
in the succeeding fifty years one is surprised they had so much. 
Certainly the change in the national psychology is writ largo 
throughout the proceedings of the Drapers. Thus it is recorded 
in 1605 that many of the houses of the Company had gone to ruin, 
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seven years later there were only 71 livery-men. During the 
reign of Charles I, 15 persons refused to serve as Warden, and 
during the Interregnum 14 again declined service. The best 
comment on the distraction of the Civil War is in the increased 
charity of the Company, and, still more, in so far as this informa- 
tion survives, in the increased claims on the Company for assist- 
ance. Here it is impossible not to sympathise wit h t he difficulties 
of the offieials. It is common knowledge how much strain has 
been placed on the funds of charitable bodies during the present 
period of unemployment. But these institutions have an 
advantage which was denied to the Draj^ers in the scventceiith 
century in so far as their income from investments is secure. 
The position of the Drapers was very dilferent. The ordinary 
form of investment at the period was in real property, and the 
troubles of the time made it difficult to collect rents. Loans to 
the Crown or later to the Parliament were regarded as highly 
specAilative business and had to be forced from the Companies. 
Indeed in 1G40 the Drapers refused to lend to Charles I. The 
estimate was right, but the authorities would not be denied, 
and thus the Drapers and other bodies had to find capital the 
])ayment of interest on which w\as most uncertain. Accordingly, 
with increasing applications for aid, the income wars unfortunately 
precarious, and in 1C49 the Drapers had loans of £12,000 outstand- 
ing on wliich interest was not being paid, and the Company 
petitioned for aid to prevent its utter ruin. 

In one respect these records arc curious reading. It will bo 
seen that the Company had very special anxieties arising out of 
the state of the country, and one follows in detail how it attempted 
to deal with them. One might expect that there would be con- 
siderable discussion of the great historical cpiestions wdiich 
agitated men’s minds, but this is not so. On the contrary, there 
is no discussion — scarcely indeed any mention of the causes of 
the perx)lexities of the Company. In this connection it is highly 
significant that there are only tw o incidental allusions to Cromwell. 
The reason suggested by Mr. Johnson is probably the true one, 
namely, that the members were divided upon political events, 
and that tliereforc these w'cro not discussed. TJic (bmpany 
endeavoured to do the best the circumstances permitted in 
relieving the resulting distress. That it succeeded is much more 
significant than appears on the suifacc. One imagines there 
may not be many countries in which a similar compromise w'ould 
have been possible. Of course such action was utterly illogical, 
if political strife admits of a clear issue - and yet after all it may 
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have been I lie higher logic. It at least offered a measure of 
insurance towards political and social reconstruction when the 
political issue had been settled, and made recovery more rapid 
than could have been the case otherwise. 

After the Restoration it was long before the Company entered 
into calm waters. The records, upon which the history is based, 
had a narrow escape during the Great Fire and were only pre- 
served owing to the devotion of the clerk of the period, G. Inice. 
l^'rom 1G80 to 1090 this Company was involved in the fluetuating 
(lisputes a])out the government of Ijondon, but on this topic its 
records provide little fresh information. It was in the eighteenth 
century that it settled down to its proper role as a charitable 
institution free fiom undue external distractions. An important 
factor in its success was the care with which trusts were admin- 
istered, uj^on which point Mr. Johnson gives a number of 
interesting extracts from the records. 

VV. R. Scott 


An E’imy on the Economic Effects of the Eclonnation. By George 
O'Bujen. (London : Burns, Oates tS:- Washbourno. 192:h) 

In this essay the author attempts to prove that mochun 
Capitalism and Socialism arc the products of Protestant and 
more especially of t^alvinist doctrines. 

Modern (\ipitalism ho defines as the “ accumulation of wealth 
as a good in itself.” The wealth amassed by the capitalist 
“ is not designed for himself or for his own enjoyment; it has 
ceased to be a means and has become an end; and success in 
business is not regarded as desirable because of the opportunitiis 
of leisure or enjoyment which it provides, but because it is the 
outward and visible sign of the successful accomplishment of a 
voccation.” 

It is no doubt true that some capitalists get so deeply im- 
mersed in their profession that they care for little else, i)ut the 
desire to accun]ulate wealth for its own sake seems to us to be 
rather the characteristic of the miser. As a definition of a 
class it is surely a very narrow view. Nor is it true that 
all capitalists are out to exploit the labours of others ” wdiilc 
doing nothing themselves. To say this is to forget the enormous 
amount of brain-work done by the master of industry, and th(^ 
statement savours of the popular lieresy that all wealth is the 
product of manual labour. Nor is it at all universally true that 
our great industrials have no thought for the welfare of their 
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employees. And, if it be more correct to say that the investors 
in a joint-stock business know nothing of the workmen and 
liave lost the personal connection which existed between the 
great entrepreneur and his workmen, it is absurd to say that 
they arc interested in accumulating wealth for wealth’s sake, 
and not for the enjoyment which wealth brings. 

This form of capitalism, we are told, was in the Middle Ages 
checked by the religious and ethical teaching of the Catholic 
Church. She insisted on “ the subordination of all commercial 
and industrial activities to the moral law.” 8hc taught the 
lessons of love and duty ” and enforced her principles by 
religious sanctions. But when once the Reformers had broken 
away from her guidance and insisted on the right of individual 
liberty and of private judgment, that restraint was abandoned, 
and, while they insisted on the necessity of faith, they lost sight 
of the importance of good works. 

Moreover, the fundamental i)rinciple of the reformers that 
man’s unaided judgment was the only sure test of religious 
truth, which led to the rejection of the authority of the Church 
and to the adoption of the Scriptures as the only source of revela- 
tion, afterwards came to be turned against the authority of the 
Scriptures themselves. Hejicc numerous sects arose and heresy 
has always been the foster-mother of revolutionary and equali- 
tarian opinions.” 

Finally, the Church was looked upon by the Reformers as an 
institution concerned exclusively with the religious life of its 
members, and thus the spiritual life and the temporal life hecame 
dissociated. Thus the whole moral tone of society was lowered, 
” till at the present day the average man scoffs at the suggestion 
that the Church has any claim to interfere in the direction of the 
political, economic, or social affairs of the nation. ’ 

Man thus left without the spiritual guidance of the Catholic 
Church and possessed by the demon of individual freedom and 
private judgment, devoted his working days, if not his Sundays, 
to the accumulation of material wealth, and finally developed the 
utilitarian theory which heUl that in devoting himself to the 
pursuit of selfish interest ho was advancing the best interests 
of all. “ Hence the rise of the modern Capitalist, of the doctrine 
of unlimited competition, and of the removal of all restraints 
hy the State.” And all this ” is analogous to the insistence by 
the Protestant on freedom from all restraints of the Church. It 
is private judgment translated into the realms of industry. ' 

Now all this appears to us to be a travesty of the truth. 
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The pictures drawn of the conditions of industry in the Middle 
Ages are far too higlily coloured, while the absolute breach 
between religion and life in Protestant countries is overdone. 
The attack also on the classical school of economists and on the 
utilitarians is grossly unfair. It is quite untrue to say that the 
utilitarians were mere hedonists: that they held the only aim 
of life to be the iiursuit of pleasure or of material prosperity. 
They believed indeed, perhaps wrongly, that the State itself 
could do very little to promote the moral welfare of mankind, and 
that all that it could usefully do by direct action Avas to promote 
the material w^clfare of the greatest number. 

As for the “classical economists” they acknowledged that 
their science was a strictly limited one; that, as it was im- 
possible to reduce to scientific analysis and co-ordination the 
many motives which influenced man, they were only dealing 
with an abstract person, the “ economic man,” and, given the 
economic interests and impulses of mankind, they tried to dis- 
cover the “ tendencies ” of certain economic conduct. It may 
be true that they did not ahvays clearly explain themselves, 
certainly they w'crc often misunderstood; but none of them 
denied that men were ever moved by other than economic 
motives, nor that the State w^as justified in subordinating economic 
results to social, moral or political considerations. 

Wo do not deny that the Protestant spirit of individualism 
and self-reliance did tend to further tlic development of industries 
on a large scale and helped to increase tlie luimbc^rs of those who 
were qualified for the management of these industries. But we 
are convinced tliat the economic necessities of the time wen^ 
the real cause of tiio development of these industries and tha; 
they would have arisen even if the Beformation in religion had 
never occurred. There is abundant evidence to prove that the 
change had begun at least as early as the fifteenth century. 
Indeed, as early as the close of the thirteenth century, we have 
an instance of a draper of Douai, who was a great merchant 
eiilrepreneiir, Ilis house was not a factory but a depot of raw 
wool and of cloth, and a place of business. He not only bought 
and sold cloth but made it himself. He resembled a great 
modern entrej/reneur except that the actual industry was carried 
on in the homes of tlie workers instead of in a factory. He had 
reduced his employees to a condition of helpless dependence. 
They were most of them in debt to him, many lodged in houses 
rented of him, and he had established a kind of truck system.’ 

* Cf. Viertcljahrschrift Jiir Social und IVirlhschaftsgeschicJUe, iii. 36. 
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Much the same may be said of the famous Jack of Newbury of 
the time of Henry VIII, while many of the members of the 
greater guilds, such as the Drapers, the Goldsmiths, the Fish- 
mongers, as well as the Merchant Adventurers, were great 
capitalists and masters of industry. Who, again, has not heard 
of the Bardi, the Peruzzi and the Fuggers? Indeed, the rise 
of the capitalist was inevitable, as industry and trade became, 
not only national, but international, and as the improvement of 
machinery demanded larger capital, and an entre'preneur to 
provide it and to manage an extensive business. Nor was the 
change confined to Protestant countries. 

But Dr. O’Brien is not satisfied with insisting that modern 
Capitalism is a product of the Reformation. He holds it re- 
sponsible for the later move towards Socialism, because, forsooth, 
it was a reaction from the abuse of Capitalism. If we are to 
follow this lino of argument the rise of Capitalism itself might be 
attributed to the Catholic Church, since the Reformation was a 
revolt from her doctrines and her attempt to chock and control 
individual liberty and independence. 

Nor, finally, were socialistic theories confined to Protestant 
countries. Many of its most powerful advocates were born in 
Catholic countries, and there is nothing in their ideals which is 
incompatible with the maintenance of a united Christian Church. 

In conclusion, the essay is the work of an advocate. He has 
got up his case well, and there is evidence of much industry in 
the collection of his evidences. But, like most advocates, he 
overstates his case ; and he forgets his ow n warning, that “ it is 
not possible to isolate the part played by religious belief from 
that played by other factors sulficiently to ensure that some 
non -religious influence is not being left out of account ” (p. 10). 

Aktuuu Johnson 

Le Boycottage devant les Cours Anglaises, 1901-23. Par Rene 
IIoFFiiERR, Charg6 de Conferences a la Faculte de Droit 
a Lyon. (Paris: Giard. 1923. Pp. 181. Prix 10 fr.) 

This book forms Volume IV of the Bibliotliecpie de Tlnstitut 
de Droit Compar6 de Lyon, and is a discussion of the cases tried 
before the English courts arising out of Quhin v. Leathern and 
the Trade Disputes Act of 1906. The author notes two antago- 
nistic currents in English law, one for the repression of all actions 
tending to restrict the liberty of the individual, the other for 
the abstention of the courts from disputes between employer 
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<and workman or between workman and workman. When 
industry was under the rule of free competition the lawyers 
evolved the doctrine of “ restraint of trade,” under which any 
conduct fettering the free action of mcrcliant, manufacturer, or 
workman was held to be illegal. With modern evolution of 
industry into agreements or associations of employers on the 
one hand and into trade unions of wwkpeople on the other, a 
new customary law developed having as its very object the 
restriction of free competition, the unrestrained working of 
which was now found to be hurtful. The legality of sucli 

associations of employers was established in the Mogul Case 

in 1892, and in Alien v. Flood (1897) the Tfousc of Lords refused 

to interfere with tlie action of a trade union to exercise com- 

pulsion on an employer in his manner of conducting his business. 
Four years later, however, in 1901, this immunity of trade 
unions was upset in Quinn v. Leathen), and only after a political 
campaign was it restored, in intention, by the Trade Disputes 
Act. The decisions of the courts during the past seventeen 
years have not by any means been harmonious, and a new 
principle, the rights of third parties, has been evoked, notably 
in Pratt v, British Medical Association (1919), where a medical 
man recovered damages for boycott. 1'he latest case of BraitJi' 
waite V, Amalgamated Society of Carpenters, Cabinetmakers 
and Joiners (1922) also registers a deviation from the apparently 
established practice of non- interference in disputes bctw(?cn 
workmen. This same state of legal confusion exists in French 
and American jinisprudcnce, and it still remains an unsolved 
problem, how to reconcile ancient legal principles with modern 
industrial develo])ments, or what new principles should be evolved 
to regulate tlie rights of persons engaged in industrial disputes. 

Henry W. Mackosty 


Sparta innl seine Sijmmachie. By Ulrich Kahrstedt. (Cottin- 
gen ; DanderJioeck. 1922. Pp. xii + 443.) 

Tjje fiiiances of Sparta were in time of peace “ quite parochial,” 
as Mr. Zimmern puts it. But even then they give birth to many 
interesting problems, amongst others to the question why they 
have remained such. Their interest grows in time of war and 
is much more keen now that modern Europe has fought a war 
that has much in common with the terrible struggle that marked 
the twilight of classical Greece. 

Unhappily the sources are scanty and somewhat obscure. 
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Hence the fact that except a little book published in Greek by 
the reviewer (Athens, 1915), no study has been written on the 
finances of Sparta. This is one reason more to welcome Kahr- 
stedt’s exhaustive work. Of course it approaches Sparta from 
the legal and not from the economic j)oint of view ; as a matter 
of fact it forms the first volume of a treatise on Greek Public 
Law (Griechisches Staalrechi). But the author . had to face 
many economic questions, and he has faced them well. The 
chapter in which he explains how the Great War was financed 
from the Spartan side, and wdiy the financial w^ar-system of the 
Spartan Symmachic had to be for legal reasons quite different 
from that of the Athenian group, are of great value to financial 
history. So are also many other pages, for instance, the one on 
the vexed question of the taxation of the ptrioikoi. 

A. Axdreaues 


The History of Greek AgricnJlure. By Dem. L. ZooRAriios. 

(Two first volumes, Athens, 1921, and 1923.) 

This is the first attempt to give a complete picture of the 
evolution of Greek agricultiirc during the last hundred years, 
^riie tw’o first v^olunies describe the state of affairs on the eve of 
the Greek revolution, during the war of independence and during 
the first years of the new kingdom. Tw’o others will bring it 
dowm to the present day. 

M. Zographos is a journalist, and he has both the qualities 
and the drawback.s of his profession, lie is extremely readable, 
but is not afraid of digressions. His work rctpiires some boiling 
down. Apart from this he deserves much praise. He lias 
collected and marshalled an immense amount of material little 
known or not easily accessible. His ditficulties were specially 
great for his first chapters, as the Turks troubled themselves 
little about collecting data and figures about agriculture. How- 
ever, besides several Greek local documents, the Britisli and French 
Consuls and the then frequent tourists Jiave preserved for us a 
good deal of information, and J\l. Zographos has made good use 
of it. His w'ork will be of great use to anyone wishing to study 
modern Greece. 


A. Andreades 
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Iai Parleclpazione degli Operai ndV Orduiamento e vella Gestlone 
del/e Iniprese Pnhbliche e Private, By Anton INO Vitale. 
(Mihin ; Hooi)li. 1922. Bp. 271.) 

The Economic lle>'^onrces of Italy ; their Development during the 
Lad Twenty-five Years and their Present Condition, Two 
voliinu's. (Milan : Crcdito lialiano. 1920.) 

Dr. Vitale has brought together a good deal of useful 
information regarding tlic control of industry in various countries. 
He has also summarised, in their apju’opriate national setting, 
the chief proposals, which are in the air, for securing a greater 
degree of “ workers’ control.” His book has considerable value 
as a work of reference on these subjects, though ho is often com- 
pelled, through lack of data, merely to quote laws and regula- 
tions without attempting any estimate of their practical effect. 
An example is the interesting French law of 1917, w'hich per- 
mitted joint stock companies to give votes to their cnqffoyecs, 
in proportion to their earnings, at shareholders’ meetings. One 
would like to know' how widely this power has been used, and 
with what results. 

Tlic author’s own attitude is, on the whole, conservative. 
He is opposed to anything in the Jiature of collectivism, and is 
doubtful whether wage-earners are competent to participate in 
the control of industry without seriously imperilling production. 
Hut lie approves of collective bargaining and believes that there 
is scoiie for a considerable increase in profit-sharing and in 
})roducers’ co-operative enterprises. He thinks that trade 
unionism has had great educative value in England and that 
the comparative absence of a trade union tradition in Italy is 
a source of weakness. 

The Credito Italiano must be congratulated on the production 
of these two volumes on the Economic Resources of Italy. They 
are excellently printed and illustrated. Indeed the second 
volume consists entirely of illustrations. The letter -press con- 
tains a mass of information on every aspect of modern Italian 
economic life, the growth of population, agriculture and industry, 
banking and insurance, railways, shipping, foreign trade, the 
tourist traffic, public finance and the Italian colonies. The 
first volume also contains a series of panoramic views of the 
principal Italian towns, and the second a great variety of photo- 
graphs illustrating every phase of economic activity. In the 
clear air of Italy the photographer, especially when possessed 
of the gift of artistic selection, wins easy triumphs. But the 
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Crcdito Italiano must have spent a large sum on this pleasing 
form of advertisement. The price at which it is supplied to the 
public is not stated. 

Hugh Dalton 


JlanUmj and Currency, By W. J. Weston, M.A., B.Sc. Lond. 
(London : W. B. Clive. University Tutorial Press. Pp. 
viii + 330.) 

In his Preface Mr. Weston says that his book, “ thougli 
intended primarily as a handbook for candidates, will also serve, 
one hopes, as an introduction to the subject for all interested 
in our currency system and in its changes consequent upon the 
({reat War.” He has succeeded better in his first object than in 
his second. The book, in its fifteen chapters and nine appendices, 
contains a large amount of information with regard to the history 
of banking and currency, the functions of money, the principles 
of banking, as well as an outline of monetary theory and a good 
(leal of technical matter. It is fairly clear, and on the whole 
a< curate. But Chapter VILI, on Measuring V'ariations in the 
\'alue of Money,” which deals with the (quantity theory, leaves 
too much to the imagination of the reader, w hile there are doubtful 
statements and occasional slips to be found here and there. 
Vox instance, to say that “ there wais little demand for money ” 
Jp. 120) during the w'ar period is misleading without a good deal 
of explanation, and to say that the Bank of England on the 
outbreak of war issued notes in excess of the minimum (p. 152) 
is an obvious error. 

The author skates rather lightly over the many difficult 
monetary problems which have arisen since the war, and wath 
which we are at present be.set. But the book provides informa- 
tion which should certainly help its readers to h^rm reasoned 
judgments with regard to such (piestions. It is probably a 
useful cram-book for the examinee; in fact, it may be too useful, 
«‘ind liave tlie effect of drawing aside tlie attention of students 
fi’oiu more scientific works. But, on the other hand, the book 
is not very readable, perhaps because it is primarily intended for 
examinees. Mr. Weston has tried hard to make it attractive, 
but one is left with the impression that lie has tried a little too 
hard. 

11. Sanderson Furniss 

FF 
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Trade Trausj^ort and Finance, with Examination. Questions on the 
Theory and Practice of Commerce. By G. Mairet. (London : 
]\lacmillan. 1923. 444 pp.) 

Applied Business Finance. By Edmund E. Lincoln. (Chicago ; 
Shaw. 1922. 423 pp.) 

Mil. Mairet, who is known as the author of Principles and 
Practice of Business, has now produced an excellent manual for 
lirst-year economic students, furnished with forms such as a 
specimen Bill of Lading and with numerous tables. A close 
insjiection of a few details shows that it has been comjnlcd with 
great care. The historical part is well written and the arrangt;- 
mont is excellent and logically conceived. The printing is 
accurate and we have only noticed one insignificant misprint. 

In contrast with the above, Mr. Lincoln’s advanced courses 
of business lectures is mainly devoted to tlio absorbing pre- 
occupations of those W’ho \vish to raise capital either to ince])t 
or carry on trading enterprises on a eonsideralile scale. The book 
is .substantially concerned with American conditions to an extent 
which W’ould make it of little interest to English readers if it did 
not contain information of excejitional value on the working of the 
new Federal lleservc Banking System, which is destined without 
doubt to have an enormous influence on currency question.s of 
international importance. For instance, the contest in America 
between ‘‘ single-name ’’ and “ double-name paper,'’ in wJiicli tlic 
newer method wdll probably carry the day, i.s one more proof of 
the wise saying of Mr. Lincoln (p. 48S), that “ it wall require 
considerable time before our methods will be so well standardi.-cd 
as those of England, wdiere separate ‘ acceptance houses ’ specialis( 
in accepting drafts drawn in foreign trade transactions.” 

G. B. DFBJiLi-:!: 



NOTES AND MEMORANDA 

An Unpithllsiied Lettkk of Adam Smiti[ 

[The following letter from the Glasgow University library formed 
one of the exhibits at tlic recent centenary exhibition.] 

Mr. Thomas Cadell, 

Bookseller, 

Strand, 

London. 

Dfar Sir, 

You have very great reason to woiuh'r at my long 
silence. The weak state of my health and my attendance at 
the Custom House, occupied me so mncli after my return to 
Scotland, that tho’ I gave as much application to study as these 
circumstances would permit, yet that ai)]>licatiou was neither 
very great nor very steady, so that my progress was not wry 
great. I havx' now taken leave of my Colleagues for four months 
and I am at present giving the most intense application. ^ly 
subject is The 1 heory of Moral Schliments, to all parts of whieli 
1 am making many additions and corrections. The chief and 
most important additions will be to the third part, that concern- 
ing 'rite Sense of Duty, and to the last part, concerning 7 he 
Uif<tory of Moral Philosophy, As I consider my tenure of this 
life as extremely precarious, and am very uncertain wliether T 
shall live to finish several other works whicli 1 have projected 
and in whicli I have made some progress, tJie best thing, 1 think, 
1 can do is to leave these 1 have already published in the best 
and most perfect state behind me. 1 am a slow, very slow work- 
man, who do and undo everything I write at least half a dozen 
times before 1 can be tolerably pleased with it; and tho’ 1 have 
now, I think, brought my work within compass, yet it will bo the 
uionth of .June before I shall be able to send it to you. I have 
told you already, and I need not tell you again, tliat 1 mean to 
make you a iiresent of all my Additions. I must beg, therefore, 
that no new edition of that book may be publislied before that 
time. 

I should be glad to know how the sale of my other book goes on. 

F i«’ 2 
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I am ashamed of the trouble I have so often given you about 
the Philoso2)hical Transactions. Tlie second part of 1787 is now 
due to me; and the first part of 1788, if it is yet published. I 
should bo much obliged if you could find a clever way of sending 
them to me. 

Remember me most affectionately to Strahan, and believe 
me to be, 

My Dear Sir, 

Most affectionately yours, 

Adam Smith. 

Kdin. 

15//i March, 1788. 


Maintenance of Oroaniskd Markets 

It is generally recognised that speculation by dealers on the 
organised produce markets is of value to the community. Foolisli 
speculation, such as that of amatcairs mostly is, tends to u]>.s(‘t 
the ecpiilibrium of prices : informed s])eeulation by those who 
make a professional study of the market is, on the averag(\ 
successful, and so both provides profit for the speculator and 
perforins a public service in steadjd ng jirices. 

So far there seems to be agreement; but the question ms 
to where the profits come from has been little studied, and tlie 
impression that is prevalent is, I think, erroneous. Thus IVlr. 
J. (t. Smith, in his admirable deseri[)tive account {Organised 
Produce Markets (Longmans, 1922, p. 121)), states ; — 

“ Yet ... it is difficult to .see how the speculative marke t 
can be maintained for the legitimate traders without tlie* 
admission of the foolish outsider also, in quite consideral k' 
numbers. As has been pointed out already, it is from this 
latter class that the expert speculator in the long run derivi “ 
the main portion of his remuneration for the valuable services 
he renders. It w^ould not be possible to bring about a condition 
of affairs under which expert speculators of great experience 
and knowledge carefully investigated all the circumstances 
bearing on pi ie(*s, and then alone worked out the consequences 
and arrived at a scientifically determined market price.’’ 

It is a matter of real importance whether this view is correct ; 
w’hetJicr the existence of a class of foolish “ punters ” who lose 
money on the exchanges is essential to their maintenance, or 
wlietiier the income of exchange dealers comes from anollicr 
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source. To throw light on it, we will try to trace the course of 
typical price changes. 

Suppose that the production and consumption of a commodity 
— say wheat — has been for some time normal, and that then an 
accident occurs to change abruptly the supply or the demand. 
First suppose a deficient liarvost. The wheat fanners’ expenses 
will bo practically unaffected, but tlieir receipts will be affected; 
it the demand for wheat is sufficiently urgent (technically if the 
demand has an elasticity less than unity), price wdll rise so much 
that their receipts in money will be greater tlian usual. Con- 
sumers will pay actually a greater total of money for a reduced 
supply ; they will be driven to buy up existing stocks of wheat 
and also to buy substitutes, such as oats or maize, ajid they will, 
of course, have considerably less income to spend on all things 
other than cereals. A large transfer of income is made from the 
community in general to tlie wheat farmers. The world's crop 
being worth one thousand million pounds sterling, and the 
elasticity of demand say O G (Lehfeldt, Kconomtc Journal, Vol. 
XXIV, p. 212), then if the crop be six per cent, short, i)rice will 
rise ten per cent, and the total money paid for it will be four 
per cent., or £40,000,000 more than the average. A fluctuation 
of this magnitude is quite common. 

If the demand is more elastic, the producers of the article do 
not gain so much and may lose, but the commodities dealt with 
on the organised produce exchanges arc all of a kind for which 
the demand is somcwiiat urgent. Statistics arc lacking as to 
the way in which the total value of the cotton, or the coffee harvest, 
for example, varies, but in any case there is the chance of a 
considerable transfer of wealth. 

If the producers gain by a bad harvest, it is, of course, the 
class as a whole who do so. The harvest is not ordinarily uniform , 
so there will bo some farmers wliosc crop is so bad as not to be 
compensated by the rise in price, wliile there arc others who 
('njr>y the advantage of the Jiigh prices although their crops are 
of full quantity. 

In the opposite event, of a crop above the average, the effects 
arc simply reversed; that is, the additional real wealth which 
Nature bestows on the farmers is, for the most part, transferred 
hy them to the community at large. They may gain, but usually 
not so much as the community gains, and the more inelastic the 
demand, the less favourable is the position of farmers, who may 
even lose by the bounty of Nature. 

Abrupt changes in demand arc not so important, but they 
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occur sometimes. Thus, the outbreak of a war might create an 
exceptional demand for cotton, wliether for soldiers’ shirts or 
for explosives. In this case, the quantity of the crop being 
unaltered and the price raised, there is clearly an increase in tlic 
producers’ income, and a reduction in that of consumers, who, 
since they have to spend so much on cotton, have to go short of 
something else. 

If, now, we trace tlie product oji its way from tJic farmci\s’ 
fields throiigli the hands of various merchants to the produce 
cxcliange, and thence to manufacturers, and, finally, to the public, 
we may describe all the parties on one side of the exchange as 
producers, all on the other as consumers. The exchange sbinds 
out as tJie principal organ for effecting the transfer of wealth 
betwTen the tw’o parties, wliich is indicated by the alteration 
in price. Exchange dealers are in a position to represent — 
tcm2)orarily, perhaps — either of tiie main 2)artios to the trans- 
action, and if they do not restrict themselves to a merely 
mechanical function, as brokers, some of the wealth transferred 
will naturally remain with them. Thus, when a deficient crop 
is ripening an exchange dealer, with his superior sources of 
information, and knowledge of tlie market, will associate himself 
with the producers, in the sense that, by buying futures he 
becomes responsible for a part of the enterprise of growing the 
crop. When an abundant harvest is just coming into sight, an 
astute dealer starts bearing the market; that is, by selling 
futures, he takes a share in tJic utilisation of the unusually 
abundant and cheap material which will shortly be forthcoming. 
Clearly, quite a small fraction of the transfer of wealth occasioned 
by natural conditions will suffice to remunerate the members 
a produce exchange. 

Manufacturers do actually hedge on their purchases wi li 
the object of keeping free from speculative losses and profits, 
and thus obtaining simply the appropriate remuneration of thcii 
work of manufacturing. We might imagine the same custom 
extended to all intermediaries : thus, there would be ample 
scope for dealers’ profits over the transactions with the two 
classes of persons who necessarily have recourse to the exchange— 
the real sellers of produce and the real buyers; and if the 
amateur speculator disappeared altogether, produce exchanges 
w'ould still earn the income necessary for their maintenance. 

R. A. Leiifeldt 

University of the Witwatersrand, 

Johannesburg, 

April 1923. 
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OBITUARY 

ViLiTiEDO Pareto 

The death of Pavcto will ho felt as a licav'^y loss hy the country 
with which ho was connected })y origin, by education, and as an 
ornament to its literature. The loss is also very great for the 
science which he enriched hy valuable contributions. He was 
born July 15, 1848, in Paris, where his father, Marchese Pareto 
of Genova, a follower of Mazzini, and exiled by King Charles 
Albert, resided. His mother was French. He came to Italy 
under the amnesty of 1858, studied engineering in Turin, and 
subsequently became manager of a factory in Florence. Mean- 
while ho prosecuted economic studies, and distinguished himself 
in his presentation of the arguments for Free Trade. He 
deserved to be the successor of Walras in the chair of Lausanne, 
to which he was appointed in 1803. Ills ardent genius found 
scope in applying to Political Economy that mathematical 
method in which Cournot, Walras, Jevons, Edgeworth had 
gathered splendid laurels. At the same time he })ursuod liistorical 
and statistical researches with no small success. His formula 
for the numerical distribution of incomes- -the best page of his 
l)cst work in my view “-has been utilised in England and in the 
United States. Sir Josiah Stamp has told us that he owes to 
that formula the discovery of a gross omission of numerous con- 
tributors to the income-tax committed by his assistants at 
Somerset House. The best page «)f Pareto’s life was written 
when he, the rigid follower of the liberal school, opened his 
house to Italian socialists persecuted by a reactionary govern- 
ment. Although his systematic opposition to democracy and 
to every movement for the enfranchisement of the human race 
prevented me from sympathising with his j^olitical views, I ever 
admired his learning, at once extensive and profound (qualities 
not often found together), his indefatigable energy and that 
n .Hilutc persistence in the development of his central ideas which 
is the secret of all the memorable victories in the battlefield of 
thought-. Wo all associate ourselves with the sorrow which the 
learned world will feel on hearing of Pareto’s sudden death. 

A. Loria 
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Current Topics 

The following have been elected to membership of the Iloyal 
Economic Society ; — 


Aiyar, C. R., 
M.B.E. 
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Beasley, 0. G. 
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Coghlan, Col. B., 

O. B.E. 

Collins, Sir Godfrey 
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The following heave compounded for life membership : — 

Beacon, Jeames. Price, Francis M. Smith, W. Miller. 

King, Horace II. Pugh, Alfred E. Tcare, Herbert E. 

Millward, GeofTrey D. 

The following have been elected to library membership 
Stockholms Hogskolas Social vatenskapliga Institut ; United 
States Tariff Commission, Washington; University College, 
Colombo. 

The issues of the Economic Journal for September, 1914, 
December, 1915, March, 1917, March, 1918, June, 1918, March, 
1919 and June, 1919, are now out of print. As a few additional 
copies arc recpiiicd for the purposes of com[)leting sets, the 
Secretary of the Royal Economic Society would be much obliged 
if any Fellows who can spare their copies of these issues would 
leturn them to the Assistant Secretary, Mr. S. J. Buttress, 6, 
Humberstone Road, Cambridge. A payment of os. will be made 
for each copy so returned. 

The Society has for disposal one complete set of the Economics 
Journal (1801-1923), bound in cloth. Price on application to 
the Assistant Secretary, as above. 


The following is the programme of the Economic Section 

during the forthcoming Liverpool Meeting of the British 

Association : — 

Srpt. i;j. 10 a.rn. ^Ir. H. 11. Siii:ruin(;t()N : A romparison of the probal^le 
I>oiionik; UcHiilfs of fho United States Transportation 
Aet 1020, nml the Jlritisli Railways Aft 1921. 

11 a.ni. iloiiit Discussion with Section J (Usycholot:y) : The 

Interconnections between l'>onoinics and rsycholopy 
in Industry. 

Afternoon : Visit to tlic Docks. 

Sept. I I. 10 a. in. Urof. II. Clay. The Rost-War Wngc.s IVoblcms. 

1 1 n.in. Joint Discn.ssioii with Section .M (Agriculture): The 

Keonoinie Outlook for liritish Agriculture. 

Sept. 17. 10 a. in. Mr. H. D. IIk.ni)K11.son : Stability in the Standard of 

Value. 

11 n.ni. I’rcsidcntial Aildress by Sir W. 11. Rks’KIUDok, K.CML, 
on Uneinployinont ond Insurnnee. 

2. .'10 [i.in. Visit to Liverpool Uotton .Association. 

Sept. IS. ‘).45 a.iii. Mr. I*. Sauc;.\nt Florence: Individual Variations in 
ElUeioiicv and the Analysis of the Work-Uurve. 
a.m. Prof. F. V. Edoewouth ; Woinen's Wages in Relation 
to Kconomic Welfare. 

12.15 p.m. Mr. J. .V. Howie : The British Coal Agreement of 1921. 

Wept. 19. 10 a.m. Mr. J. J. Ul.auke : Soiik' Faetons relating to the Re- 

lioiLsiiig of Sluni-dwollors. 


Mr. a. M. C.arh-S.aunders, author of The Prohicm of Popula- 
tion and a member of the Executive Committee of the Eugenic 
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Education Society, has been appointed to the Chair of .Social 
{Science in the University of Liverpool. 

The recent rc-establishmcnt of the Professorship of Finance 
at the University of Birmingham on a more adequate footing 
has been faciliated by a gift of £5000 from the great Japanese 
Commercial house of Mitsui. One of the heads of that house 
and certain of its officials have been students at Birmingham in 
the Faculty of Commerce. Mr. John George 8mith, M.A., has 
been appointed to the Mitsui Chair. Mr. Smith brings to the 
study of Economics the advantage of i)roticicncy in Mathematics. 
He took the highest honours in Mathematics at Trinity College, 
Dublin, and was for some time Lecturer in Mathematics in 
University College, Cardiff. But interest in Economics pre- 
dominating, he turned to tlie teaching of that subject. He is the 
autlior of a recent work on Grgatiised Produce Markets, reviewed 
in our March number. 

In the University of Tasmania steps have been taken during 
the past three years to establish the study of Economics and 
Commerce. In 1919, with the co-operation of the Government of 
the State and the business community, a Faculty of Commerce 
was organised and degrees in Commerce established. A Chair 
of Economics was created in 1920, and Mr. D. B. Copland of 
Canterbury College (N.Z.) was aj)pointed to it. Under the will 
of the late Professor Pitt Cobbett of tlic University of Sydney, 
a bequest of £5000, made available to an Australian University 
for the study of industrial relations, has fallen to the University 
of Tasmania and a Pitt Cobbett Lectureship in Economu-s 
has been founded. Mr. J. B. Brigdcn, B.A. (Oxon.), has been 
appointed as the first lecturer under the bequest. 

The Newmarch Lectures at University College, London, will 
be delivered this year by Mr. Henry Higgs on “ The Part of 
Statistics in C‘ivic Education.'’ The lectures will be given at 
0.15 p.m. on six successive Wednesdays, beginning October 31. 
They are free to the public. 

Our Japanese correspondent writes as follow's : — 

The bicentenary of the birth of Adam Smith (Juno 5, 1923) 
was celebrated in Tokyo, at the instance of the “ Keizaigaku- 
Kokyukai ” — a society wdiich has for its object the study and 
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advancement of economic science, and includes among its members 
almost all professors of economics of the universities in Tokyo 
and many Government oflicials and business men. The celebra- 
tion, which was held in the precincts of the Imperial University 
of Tokyo, took the form of an exhibition, lectures and a dinner- 
party. 

In the exhibition the Wealth of Nations was represented by 
the first edition of 177G, with the subsequent editions, and also 
by its translations. Among the latter was a Ghiiu'se translation, 
published in 1901. Of the Japanese translations tliere are now 
three; the earliest appeared in 1885, and the next in 1921-1922 
in two volumes, and the third is exi)ecled shortly, lii addition 
about 300 volumes, which once formed a part of Adam Smith’s 
own library, were exhibited. These were bought by Prof. 

I. Nitobe in London in 1920 and presented tc llie Faculty of 
Economics of the Imperial University of Tokyo. There were 
also biographies of Adam Smith and many works mentioned 
by him in his writings. The medallions, engraved portraits and 
photographs of his birthplace and tomb attracted the attention 
of visitors to the number of more than 2000. 

The lectures commenced at half-past one in the afternoon 
and continued till about six o’clock. The attendance was so 
largo that not a single seat in the biggest hall of the University 
was left unoccupied. The lectures and tlu‘ir subjects were as 
follows : — 

1. Opening Address. By Prof. N. Kauai, Tokyo Imperial 

University. 

2. Adam Smith as a Source of Economic Thought. By Prof. 

M. Shiozawa, Waseda University. 

3. Adam Smith and Mercantilism. By Prof. S. Takahashi, 

Keio University. 

1. Adam Smith and Monetary Problems. By Prof. K. 

Yamasaki, Tokyo Imperial University. 

5. Adam Smith as Champion for Welfare. By Prof. T. 

Eukuda, Tokyo Commercial University. 

After the lectures a dinner-party was held, at wliieli about 
one hundred were present, and speeches referring to Adam Smith 
were delivered by Prof. N. Kanai, Prof. E. Yahagi, Dean of the 
Faculty of Economics of the Imperial University of Tokyo, 
Baron Y. Sakatani, former Minister of Finance, Prof. T. Fukuda, 
Mr. J. Iiioue, President of the Bank of Japan, Dr. E. Lederer, 
Professor of Heidelberg University and (at present) Professor 
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of the Imperial University of Tokyo, Mr. J. Soycda and Mr. T. 
Shidachi, former Presidents of the Industrial Bank of Japan, 
and Mr. E. Ono, present President of the same Bank. Refereneo 
was made to a note, in the Economic Journal of 1919, con- 
cerning tlie bronze tablet which was erected in 1919 to mark the 
birthplace of Adam Smith in Kirkcaldy, coupled with an expres- 
sion of the satisfaction of the many Japanese who have visited 
tlie place in the i)ast as well as of those who are desirous to do 
so in Ihe future, testifying to the deej^ respect in which the great 
economist is held in Japan. 



RECENT PERIODICALS AND NEW BOOKS 

Jouriml of the Royal Statistical Society. 

May, 1923. International Statistical Comparisons. A. W. Flux. 
A prolusion of matters which will be discussed at the meeting of 
the International Statistical Institutes next October. Tra<h 
Forecasting and Prices. E. C. Snow. On the Methods of Com- 
paring the. Mortalities of two or more Communities and the Standard- 
isation of Death Rates. H. II. Woflenden. The Correction of 
Correlation Coefficients. H. G. Stead. 

Kconomica. 

June, 1923. Ada?n Smith. Dii. J. Bonar, Prof. E. Cannan. The 
centenary of Adam Smith’s birth evoked many wise and some 
witty reflections. Reform of the House of I,ords. H. B. IjF.es- 
Smitu, M.P. The Effect on Trade of Finidimj the Floating Debt. 
A. 11. Buun.s. The Problem of Chinese Currency. L. L. ’rANO. 
The confusc'd state of the curn'iiey is deserib(‘d, and a j)lan for 
its improvement is snggest(‘d. A Sew Contribution to the Popula- 
tion Problem. Or. 11. Dalton ami M. Cinsrlro. Referring to 
Mr. Carr-Saund(‘r.s' Population Problem. The controversy on the 
lest.s of “ goodness of lit ” is kept up by Mr. R. A. Flsiier. 

The Quarterly Review. 

Jui.v, 1923. Housing. Rtgiit Hon. Sir A. Bosu.vwen. A sketch of 
iiousing policy froju the lirst Public Healtli Act, ISIS, down to 
1910, wJieii first after the “ People’s Budget ” shortage of houses 
set in, is followed by a di.seu.s.sion of pre.si‘nt conditions and plans 
for their improvement. Germany's (\ipaeily to Ray (not signed). 
Through the. disappearance of National ami State debts and the 
reduction of military expenditure Germany’s available surplus 
is m iich greater 1 ban before the War. The Dole and Demoral isatiun . 
Geoffrey Hraoe. A vigorous deiiuncialioii of the increased 
expenditure on Public A.ssistanee, aiuouiiting to some £400, 000, 000 
per annum. 

Current Economics (London). 

January, 1923. Vol. I., No. I. The new inoutidy will survey, as 
through a telescope, the world as a single indivisible econoiuic 
unit, leaving to contemporary Journals the microscopic method 
apt to magnify the i)art and minimise the whole. 

The Irish Economist (Dublin). 

•JliJLY, 1923. iMatlers of Moment. Paul (Sreoan. Irish dealers 
might compete with the world successfully for the custom of 
Great Britain, if they would abandon malpractices - such as the 
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defioioncy of weight and excess of moisture in their butter — “ if we 
AvilJ til row into the fight some of the energy and ability and pluck 
which we liave for some time past employed against our railways, 
acpieducls, police barracks and other public structures.” Con- 
sumers' Co-operation in the United States, Cedric Long. The 
Zeiss Works : What a Factory should be. M. L. Darling. A 
study on Abbe’s work. Czccho-Slovakian Co-operation. F. VAira. 
The Future of Agrieullure. The writ(ir, wdio in a former number 
praised the scheme of C. H. Douglas, now recommends for 
immediate use a system of control, “ w'hieh, though incomplete, 
is at least practicable.” Co-operation and Psychology. R. Lynch- 
Fox. 

Indian Journal of Economics (University of Allahabad). 

TJie Editor announces that notwithstanding the loss of valuable 
support caused by the departure of Professor II. «Stanlcy Jevoiis 
from the University of Allahabad, the Journal will continue to be 
issued by the Department of Economics. It will bo publislu'd 
thiee times during each academic year, on the first of October, 
January and April nispectively. A s])ecial feature of the next 
issue, October, 1923, will be a Directory of Economists in India, 
’.rhe annual subscription will be rupees 9. 

L'Efjypte Conte mporaine (Cairo). 

May, 1023. Notes on the Estimate of the National Income, of Egypt for 
1921-1922. J. Baxter. (Criticises the estimate of 301 million 
Egyptian ])Oiinds framed by Dr. I. G. a year earlier, and 
concludes that the total should be reduced by at least 50 per cent .) 
Evaluation du revenu national de VEgypte. Reponse d M. Ba.rter. 
Dr. I. G. U:vi. (Maintains his original estimate.) A lively con- 
troversy on facts and methods betw(‘en the Assistant Financial 
Secretary and the Controller of tlic Department of Statistics and 
of the Census. 

International Labour Review (Geneva). 

June, Polish Labour Legislation. If. Baumoart. Measures U, 
Combat U nemjdoymeut in the Netherlands. J. Gerritsz. J’ii 
measures described have alleviated, but will not c*xtingn;sli, 
unemployment, as the country has n^aelied the i)oint of saturali<ai 
in respect of population. 

July, 1923. Labour and Industry in China. J. B. Tayler and W. J . 
ZuNG. Labour conditions are mucli below' West(*rn standajfls; 
wonieJi and ehildnm are extensively employed; hours are long, 
and there is no Sujiday. The standard of living is low, but wages 
ar(^ often lower. Women in the German Trade Union Movement. 
Gertruj)E Hanna. Women nmstly belong to the sanie unions 
as mcji, forming some twenty per cent, of the membership. 3’liey 
mostly receive about two-thirds of men’s wages. 

International Revieio of Agricultural Economics (Home). 

Jan uary-M ARCH, 1923. Tlic first number of a new scries published 
under the auspices of the International Institute of Agrieiilturo 
which was established in 1905. 
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Agrarian Reform in Eastern Europe, II. M. CoNA(MffiR. Share 
Tenacy in Spain. Institute of Social He form. Farm 
Household Management Instruction in Belgium. M. Beau- 
FRETON. Principal Types of Co-operative Society in Italy. G. 
CosTANZO. Co-operation in the Argentine Republic. D. .B6rea. 

Quarterly Journal of Economics (Cambridge, Mass.). 

May, 1923. Soil Fertility ^ Soil Exhaustion, and their Historical 
Significance. A. P. Usher. Science affords no basis for the 
static conception that the yield of crops is decreased by the 
depletion of minerals. International Rivalry and Free Trade 
Origins. L. B. Packard. On the lines of Sir William Ashley’s 
article on “ 'J’hc Tory Origin of Free Trade Policy ” (July, 1897), 
it is shown that party spirit and national enmity counted for 
much in the rise of Free Trade. 2'he American Wool Manufacturers. 
Arthur 11. Cole. The combine arc said to be a neglected chapter 
in the history of combinations. On the Relation between Price 
Cost and Profit. Kemper Simpson. Danish Agriculture. 
Jens Warming. Co-operation and the co-operative spirit have 
availed greatly. 

The, American Economic Review ((Cambridge Mass.). 

June, 1023. Economics and Profits of Goodwill. C. J. Foreman. 
Suggestions for iMermining a Living ]Vagc. Dorothea D. 
KiTTREixiE. The Circuit Velocity of Money. Hudson B. 
llASTiNXis. The Course in Elementary Economics. Fetter 
and others. The opinions of experts on the expediency of imparting 
a little learning. Effect of Open Price Association Activities. 
Milton N. Nelson. The Stabilization of Gold. Carl Snyder. 
It is proposed to make notes, redeemabk^ in gold, the sole legal 
tender; the total issue of this currency to he governed by an 
index-number of prices, so as to keep the level of prices constant. 

Journal of Political Economy (Chicago). 

tIuNE, 1923. Loyal Legion of Loggers and Lumbermen. K. B. Mittel- 
MAN. All account of the not very decisive experiment in industrial 
relations inadi? by organisation of employers and einployc'cs in 
the North-West lumber industry. Some Books on Fundamentals. 
F. JI. KNKiHT. Prof. Pigou’s Economics of Welfare aiul ]\Ir. 
H. D. Henderson’s Supply and Demand are among the important 
books ably appreciated. Crown Lands in Feudal Germany. 
J. W. Thompson. The InUrnational Investment Market. H. I). 
JjASSwei.l. Psychological Tests for Business. A. W. Korn- 
iiAUSER. Suggestions for testing and using various tests of 
business capacity. 

Political Science Quarterly (New York). 

June, 1923. The Unemployed Problem. Seebohm Rowntrke. 
Various remedies arc recommended for adoption, or at least 
examination. The Living Wage and National Income. S. A. 
Lewisoun. The “ reasonable needs ” of the workers are relative 
to the magnitude of the national income; which could probably 
be increased b}'^ a sanely liberal treatment of the workers. 
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Journal des Ecoiiomiates (Paris). 

May, 1923. Le Budget britannique., 1923-4. W. M. J. WnxiAMs. 
Chronique de Vinjlation. Prof. CassePs plan for devaluing 
currencies is combated. 

June. Uimpot sur le revenu. Yves Guyot. La Deflation en 
Tchecoshvaque» B. Dusek. The deflation is described as on 
the whole a success, though attended with some temporary 
embarrassment . 

July. Le Budget de 1923. Yves Guyot. Les loyers dits '‘moderes."' 
P. Godin. Deuxihne emprunt 1923 du Credit national, A. 
Barriol and I. Brochy. 

Revue d' Economic Politique (Paris). 

Marcii-Aprtl, 1923. La France economique en 1922. There is tried 
in this number the experiment of presenting in one picture the 
various features of French economic life — financial, commerciul, 
industrial and colonial. Under these headings arc sections — 
fifteen in all — each treated by a separate well-known writer. 
Reparations, for instance, is fully discussed by M. Charles Hist, 
who points out the contradiction between a rigorously juoteef lonist 
system and the hope of obtaining merchandise gratuitously. 

Revue de Ulnstitut de Sociologie (Brus.sels). 

May, 1923. Un paralleh historique. W. Dkonna. An instrmdive 
and alarming parallel between the Peloponnesian War which 
ruined Ancient Greece and the recent World War. Athenian 
imperialism was the prototype of G(‘rnian aggression. La 
natalite et la mortalite chez les demi-snuvages. P. Descamps. 
Curious facts bearing on the theory of population. Vevolution 
du regime hancaire en Belgique. B. 8. Chleprer. The history 
of Belgian banking is continued down to 1838. 

Jahrbilchcr fur Natmialoekonomic (Jena). 

May, 1923. W ertbestd7idige Kapitalanlagen. Karl Mujis. A seheim* 
intended to neutralise some of the bad clTects which the deprecial i(yU 
of money has produced by rendering the valucof plant and securil i( s 
unstable. Die Pacht nach gleitender Skaln. H. Sciiack. V 
sliding scale by which rent is to be measured in a stable unit, so 
to correspond wdth “ objective rt*nt ability.” 

June. Die (Jrundformen der Steuerabttrhr. F. K. Mann. Fvasion 
of taxes defined so as not to imply legal wrongdoing presents 
several types. 


Weltwirtschaftliches Archiv (Jena). 

April, 1923. Deflation, devaluation und Stabilisieruiig. Prof. J. 8. 
Lkwtnskt. Deflation of which the object is to raise the value of 
the depreciated paper-money is contrasted with “ d(‘val nation ’’ 
which aims at maintaining the existing value of the paper. 
Sir Josiah Child. Dr. Sven Helander. Celdreform bi 
DeuUchland. H. Mueller. 

There are also studies on questions relating to German harbouis. 
July, hiternationale Kapitalbildung nach dem Kriege. Dr. Franz 
Fulenberg. Some theoretical considerations arc followed by 
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particulars relating to tlic principal countries, showing that 
accumulation in 1920-22 is about half what is was in 1911-13. 
Die Wettbewerbslage der deutschen Welthdfcn. Prof. E. v. 
Beckerath. The Engluh Trade-Board System. A. W. Siiimmas. 
Typisieruiuj ah Wirtschajt Organisation. Dr. ICrnst ^Schuster. 
A very wide concept including standardization and other kinds of 
unification is considered. 

Archiv fur Sozialwissen shaft und Sozkilpolitik (Tubingen). 

Band 50, Heft 3. Dcr Imperiallsmus der Vereiuigkn Sbuden. A. 
Salz. Volkswirtschafilictie Theoric dcr Personcnfahrpreisc. 
Oskar Enolander. lUtscnzollgrhitte nacli dem Wdtkrieg. 
vSiECMUND Schiller. There is also an article of great literary 
interest on the reperciis.sion of the economic and social milieu on 
recent Italian literature by K. Michels. 

Giornalc degli Economisti (Rome). 

June. II commerdo cstero deiritalic durante la guerra. V. Deutamoro 
Della dinamica palrimoniale nrlla presente cconomia capitnUsta. 
G. Majorana. (Referring to the work of A. Do Stephani on 
inheritance.) 

July. / porli delV Italia mcridionale. Eipicarmo Corbino. 


La Riforina Sociale (Turin). 

Mav-Junk, 1923. Per la ridirJonc delle Tariffc doganali. Il Comi- 
TATO DEL Gki:it(^ LiBEKo*S(\\MmsTA Italiano. A powerful 
petition to Parliament deprecating the aggravation of Ihotect ion- 
ism unconstitutionally introduced in 1021. Tlio immediate 
abolition of protective duties is not (hinanded; their possible 
uses arc admitted; but these, say the eommittec, were 
sufficiently secured by the old tarilT. Among th(‘ signatures arc 
names of tlie most (iistinguished Italian Professors, Do Viti di 
Marco, Jannacone, Ijoria, Prato and otlu r names well known 
throughout Europe. “ Marshall ' Sulla kireulazionc. Aciulle 
Loria. High encomium of Dr. Marshall s Money, CUrdit and 
Commerce is tempered with some eritieism. It is objected that 
the reasoning at p. 192 of the book would not liohl good in certain 
cases, [cases, abstracted in that context as not occuiiing in 
“ ordinary trade, ’ arc treated among exceptions in an Appendix.] 
Note, criiichc di Statistiea Eeonnmiea. V. Jannacone. An 
important study on Index-numbers, specially refernng to 
Professor Irving Fisher’s recent volume. 

Ikvista Xaeional de Economia (Madrid). 




OL. XIV., No. 41. La Banca Calalana y d Xacionalismo. J. N. 
Rodes. Estndios dc Economia Prehisiorka. H. Oin-.RMALER y 
P. DE Barradas. a learned study on origins. Lonsidetaciones 


sobre la Con fcrencia de Paris. J. betels. ^ t> nn,,. 

No. 42. La Situation Jinancicra dc Espana. E. RiE- J ^ 
editor presents a favourable view of Hpanisli cmrreney ani 
(la Vida ccondmica cn Asturias). L. A. Arguelles. ^ ^ 

details about different branches of agriculture, and re ec 


the value of human culture. 


No. 131. — VOL. xxxiii. 
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NEW BOOKS 

Engliiih, 

Br.AFvK (IT(mfkrt). CuiToncy and Credit. In-foie and «iiice 1011. 
London : Wilson. J9*2.*{. Pp. 91. 

CoNSKTT (RRAR-AniniR VL M. W. W.). The Triiiinj)li of Unarni<Ml 
Forces, 1014-1 OLS. Londcui : Williams and Norgatc. 102‘L J^p. utl. 

Das (R. K anta). factory Labour in India. Beilin and Lcip. ie : 
Gruylcr. 192.*]. Pp. 210. 

[The writer is Lecturer in Koonoinics, New York University.] 

Das (R. Kanta). Hindustani Worktn-s on the Paeilic Coa.sl. 
Berlin and Lei psic : (Jrii3der. 192.‘L Pp. 120. 

[An intiTostin^ study of the work an<l life and grievanee.j of (lie Jlimlust.uii 
iinniigrants into tlio United Stales and Canada; based on an inquiry inatle l>y tli(' 
writer for the Depart nii'iit of I^abour, United States.] 

Fdie (Lionel D.). Business Cycles and Unem[)loynicnt : ILqxii I 
and Recommendations of a Committee of the ConfiMviice on Uiiemploy. 
ment. With a Foreword byHERUKRT Hoover. Loudon: McCrav,- 
Publishing Co. 1923. Pp. dOo. 

Enock (A. Ouv). The Problem of Armamenls. Loii<h;ii; 
Macmillan. 

Finer (Herman). Re])re.sentativc Oovermurut and a Parliaiuf in 
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POPULATION AND I'NEIVIPLOYMENT ^ 

The impression that the civilised world is already threatened 
with over-population is very common to-day. IMany, perhaps 
most, educated people arc troubled by fear that the limits of 
population, prol)ably in Europe aiul certainly in this country, 
have been rcacbcd, and that a rediudioii in the rate of increase 
is an urgent necessity. Most, if they were asked to give reasons 
for their fear, would refer to one or both of two reasons : they 
would point to the enormous volume of unemployment in this 
country; they would say that economic science, at least at 
Cambridge, had alreacly pronounced its verdict. I propose to 
begin by raising some doubts as to the validity of each of these 
arguments. 

Unemployment No Proof of Over-Population, 

The volume of unemployment in Britain is undoubtedly 
serious, and almost certainly unparalleled in past history. Those 
who see, as wo now do, more than a million wage-earners whom 
our industry for years together is unable to absorb in productive 
employment may be excused if they draw the inference that 
there arc too many wage-earners in the country. The inference, 
though natural, is unjustitied. Unemployment in Britain can in 
any case prove nothing about the world as a whole. History 
shows that it does not prove over-population even in Britain. 

During the last lialf of the nineteenth century, the industry 
of the United Kingdom was finding room for a rapidly increasing 
number of wage-earners with an admittedly rising standard of 
production and comfort. Through the whole of that period 
there was unemployment in the country. The percentage of 
trade unionists out of work never fell to zero; in no year since 

^ I’residential Address to Section F of tin* British Association, Liverpool, 
1923. 
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1874 w'Db it less than two; at more than one crisis it reached a 
height comparable if not equal to that which we have just 
experienced. During 1922 this percentage has averaged fifteen; 
but it averaged over eleven in 1879 and over ten in 188G. These 
figures ar(^ not on an identical basis and are therefore not abso- 
lutely comparable. Tak('n for one year only, they understate the 
relatively greater scri<jusness of o\ii‘ recent experience, since the 
unemploy nieiit percentage was high through a large part of 1921 
as well as in 1922, and still continue.s higJi. But the difference 
is one of degree rather than of kind. The pc'ril of inferring over- 
population from unemployment is conclusively shown. 

The experience of 1879 was up to then unparalleled ; probably 
it was as much worse than anything previously recorded as tlio 
experience of 1922 appears worse than that of 1879. The expe- 
rience of 1879, however, the record year of unemployment, 
heralded, not over-population and the downfall of Britisli industry, 
but a period of expansion and pr(^"perity which itself reached, if 
it did not pass, all previous records. “ Real wages,’* which had 
risen thirty per cent, in the twenty years to 1880, rose cvcjii 
more rvapidly in the next twenty years to lOiiO. Anyone who in 
1879, looking at the half or threc-qnarl(T million unemployed, 
had argued tiiat the existing population of (ho United Kingdom 
(then about thirty-four millions) was all tiiat tlu' country could 
support without lowering its standards, wouhl luive been la?nont- 
ably dif’crediled at once. Tim years l;iler he would have found 
a populrition nearly liir(*e millions more, enjoying a real ineuni(> 
per head that was a fifth greater, with the unemployment ])er- 
centage reduced to two. 'JVn years later still the population Icul 
grown further in size aixl in prospcril}- ; tliosc trades had greun 
most rapidly in whicli there liad been and continued to bo flic 
largest percentages of unemployment. 

The problems of uiieinploymeiit and of over-population arc 
distinct ; they are two problems, not one. Severe nnenqiloyincnb 
has occurred in the past witlioul ovfT-po]>ulation, as a function 
of tlie organisation and methods of industry, not of its size. On 
the other hand, it is very doubtful if ('xcessive growth of popula- 
tion has ever shown itself or would naturally show itself hy 
causing unemployment. A more probable effect would be pressure 
to work more than before in order to obtain the same comforts; 
a fall of real wages per hour, by increase either of working hours 
or of prices. 

The same dependence of uncmi^Ioymont on the organisation 
and methods of industry, rather than on its size, appears if 
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look, not backwards in time, but round us in space. It has been 
pointed out by Professor Cannan that one of the few groups of 
economists who from our post-war sufferings can at least obtain 
the high intellectual satisfaction of saying “ I told you so,” is 
that which maintains that changes in the purchasing power of 
money are the most potent causes of the fluctuations in prosperity 
known as cycles of trade or booms and dei)rcssions. “ In the 
pre-war period booms and depressions swept over the whole 
Western world at once and left their causes obscure. In 1922 
wo ]iav’'o been treated to a sharp contrast ])ctwucn two groups 
of countries, one group having boom and full employment, the 
other depression and unemiiloyment , the diitercucc being quite 
clearly due to the first group having continued the process of 
currency inflation, the otlier group having dropped it.” To 
bring this generalisation down to particular instances, we see in 
Central Europe a nation which assuredly should be suffering 
from over-population if any nation is; Germany, defeated in 
war, has been compressed within narrower limits, has lost its 
shipping and foreign investments, its outlets for emigration and 
trade, and now by high birth-rates is repairing with exceptional 
speed the human losses of the war. Germany may or may not 
be suffering from over-population. She cert a inly has not suffered 
from unomploymont ; till the occupation of the Jliihr, she had a 
boom stimulated by inflation of the cuiT(‘iK*y. AVe see, on the 
other hand, Britain, victorious in war, with e.xpanded territories 
and the world o])ea to her, pursuing a different, no doubt a better, 
cuiTonoy policy and experiencing unexampled unemployment. 
To argue uncritically from unemployment to over-poi^ulation is to 
ignore the elements of both problems.^ 

Europe before the irar. 

Lot us turn to the second argument, the argument from 
authority and, above all, from the authority of ^Ir. J. ^1. Keynes. 
Xo economic writing in our generation has obtained so wide a 
fame as that of Mr. Keynes on the Economic Consequences of 
Peace, None, on its merits, lias deserved more. With its main 
argument neither I nor, I think, posterity will wish to quarrel. 
There arc, however, in that book certain phrases about population, 

^ In the United States, which no oiio susj^ccls of ov: “ thcie 

seems good ground for believing that in actual diininulioii of oii^ployment, the 
depression of 1921 was almost twice as acute as that of 190S ’ (Berridge : Cycles 
oj Uneniploy merit f p. 52). 1908 was one of the woi'st drpressious hitherto 

t'^piiiciKvd ill Ann'rica. 



Table I. 

Agricultural and other Production at Certain Epochs. 
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Notea to Table I. 

The figures of acreage and com production at the auccessivo epochs are 
averages for the six years 1878 -1883, 1888 -1893, 1898-1903, 1908-1913, and for 
the two years 1920-21, or for as many of those years as were available in each 
case. 

The populations are those given in censuses or ofilcial estimates relating to 
dates within six months of January 1, 1881, 1891, 1901, 1911 and 1921, or are 
estimated for about those dates (being the centre of the six years taken for 
averaging) where no such census was available. 

The figures for “Europe” relate to Austria, Belgium, Bulgaria, Denmark, 
France, Germany, Holland, Hungary, Italy, Houmania, Russia (with Poland), 
Serbia, Spain, Sweden, and the United Kingdom, containing between them 
94 i^cr cent, of the total population of Europe in 1910. Norway, Finland, 
Portngnl, Switzerland, Greece, Turkey, Bosnia and fferzegovina and a few minor 
states alone are excluded. Tlie figures for “Countries settled from Europe” 
relate to Canada, United States of America, Argentina, Uruguay, Australia, and 
New Zealand. At the epoclis 1900 and 1910 actual returns are available for all 
those coimtrics ; at the cailier epochs the yields or acreages or both have had to 
bo interpolated for a few countries (of which Spain and Houmania are the most 
important). 

The yields, acreages, and populations for 1920-21 are based on the statistics 
given in the Year Book for 1021 of (he International Agricultural In.9tituto. 
The yields and acreages for earlier years an' based on the stati.stic8 in the annual 
Agricultural Returns published by the English Board of Agriculture and Fisheries, 
The populations for these earlier years in Europe are based on the statistics 
compiled by the Tnt('riuU ional Statidieal Institute) Klat ih- la Pop7ilatio7i, 
published 1910). 

Weights have been converted into quarters on tliC basis of 480 lbs. to the 
qunrter of wheat, rye, and mai/e, and 448 Ihs. to the quarter of barley. 

'J'ho ligures for coni, iron ore and steel production are five or three j’^ear 
averages centering on the years 1880, 1890, 1900, 1910. For Europe the pro- 
duction is actually that of Austria, Hungary, Belgium, France, Germany, Italy 
(not st('ol), Russia (not iron ore), Spain (not .steel), Sweden, and United Kingdom. 
For European settlements the United Slates contrihutc all the steel and all but 
a little of the iron ore ; for coal Canada, -Australia and New Zealand are inchuh'd. 
The proihiction “ per head ” is ha.sed on the same populations as tlioso used for 
agriculture in Europe and its settlements respectively. 

Tho population figure.?, and by con.si'qiience the yield per head, differ slightly 
from those given in my papi'i* a.s printed for tho British Association. ^J’he chungo 
results from closer investigation of the Russian statistics. As now printed tho 
Kussinu figures both of pojnilation and of agricultural production exclude 
Northern (.^aueasia up to 1901, and iiicUido Northern Caucasia from 1902 
onwards ; for each year the same urea is covered for both purposes. 'I'ho change 
in the table is so small as to involve not a single alteration in the text of my 
paper commenting on (lie table. 
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used incidentally, almost casually, which have none of the 
weight of the main argument. To these almost more than to 
anything else is to be attributed the general dread of over- 
population to-day; these call for examination. 

In the second chapter of his book, Mr. Keynes paints a picture 
of Europe as an economic Eldorado, now devastated beyond 
repair by war and the peace, but even before the war threatened 
by internal factors of instability — “ the instability of an excessive 
population dependent for its livelihood on a complicated and 
artificial organisation, the psychological instability of the labour- 
ing and capitalist classes and the instability of Europe’s claim, 
coupled with the completeness of her dependence on the food 
supplies of the New World.” In naming the first of these factors 
of instability Mr. Keynes already passes the judgment that 
Europe’s population was “ excessive.” Elsewhere in tte same 
chapter he is more specific : “ Up to about 1900 a unit of labour 
applied to industry yielded 3 ’^ear by year a purchasing pour r 
over an increasing quantity of food. It is possible that about 
the year 1900 this process began to be reversed, and a diminishing 
yield of Nature to man’s effort was beginning to reassert itself. 
But the tendency of ccieals to rise in real cost was balanced by 
other improvements.” A few pages further on ho passes from 
possibilities to positive assertion; in the last years before the 
War ” the tendeno}^ towards stringency was showing itself . . . 
in a steady increase of real cost . . . tlui law of diminishing 
returns was at last reasserting itself, and was making it necessary 
year b}' year for Europe to offer a greater quaiititj- of other 
commodities to obtain the same amount of br(‘ad.” In the 
seventh chapter is a wider and yoi more explicit asseiti('»ii of 
“ the increase in the real cost of food and the diminishing response 
of Nature to any further increase in the population of the w'orhi.” 
And so to Maltlius. “ Before the eighteenth century mankind 
entertained no false liopes. To hxy the illusions which grew 
l)opular at that age’s latter end, Maltlius disclosed a Devil. Koi‘ 
half a century all serious economical writings held that Devil in 
clear prospect. For tlio next lialf-century he was chained up 
and out of sight. Now perhaps w'o have loosed him figain.” 

These quotations set the problem. The question is not indeed 
whether Maltlius’ Devil is loose again. Mi'. Key-nes lias seen to 
that ; he stalks at large through our lecture-rooms and magazines 
and debating societi(>s. The question is rather whether Mr. 
Keynes was right to loose this Devil now upon the public. Was 
there in Europe or in the world as a whole before the War clear 
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evidence, first, of “a diminishing yield of Nature to man’s 
effort ” ; and, second, of a “ rising real cost ” of corn ? 


The Course of Agriculhiral Production. 

The answer to the first question is given by the table of 
“ Agricultural and other Production at certain Epochs ” which 
is printed above. The first section of this table shows at four 
successive epochs— 1880, 1890, 1900, 1910— the total yield and 
acreage of corn and the yield per acre and per head of population 
in Europe as a whole (including Britain), with corresponding 
figures for coal, iron ore, and steel. The second section gives 
corresponding facts for the principal countries settled from 
Europe— Australia, New Zealand, the United States, Canada, 
and parts of South America. The third section covers Europe 
and its settlements together, practically the w’hole of the “ white 
man’s countries.” The figures for each epoch represent an 
average of years, generally si.v, centering about the end of the 
year named. The records are not absolutely complete; one or 
two small European countries have been left out altogether; 
one or two gaps at the earlier epochs have to be filled by estimate 
or interpolation. The substantial accuracy of the main results is 
beyond question. 

The European section shows at (^u-h successive epoch a greatly 
increased po])ulation and aeieage under corn, and a production 
increasing faster than either, so that yield per head and yield 
per acre alike rise materially and steadily. Nature’s response 
to human effort in agriculture, on each unit of soil and for each 
unit of total population in Europe, has increased, not diminished, 
up to the very eve of the War. Needless to say, this greater 
production of corn has not been due to a shifting of population 
from industry to agriculture, and has not been offset by a decline 
of manufacturing. Tlio general movement of population has 
probably been in tlie opposite direction, from agriculture to 
industry; the output of coal, iron ore, and steel, tlie basic 
materials and products of industry, lias risen yet more rapidly 
than the output of corn. 

There is no trace of reaction, either in industry or in agricul- 
ture, in the last ten years of the table; nothing to suggest a 
turning-point at 1900. It is true that the rate of increase in the 
yield of corn per head and per acre from 1900 to 1910 is less 
than in the preceding decade, but it is as great as in the decade 
from 1880 to 1890. In any case, a slowing down in the rate of 
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increase proves nothing. Corn is produced only to be consumed, 
and there is a limit to consumption. In the best and most 
progressive of all possible worlds, the consumption, and so the 
production, per head of wheat, rye, barley, and maize could not 
rise endlessly ; when saturation-point had been reached the yield 
per head of these elementary necessaries would cease to rise, and 
the people would use their increasing powders over Nature to win 
luxuries and leisure. Something of this movement is already 
seen in the growth of wheat at the expense of rye between 1900 
and 1910. 

The second section of the table, covering the countries settled 
from Europe, begins only in 1890, but can be continued to 1920. 
It shows a very similar picture, not a markedly better one, in 
agriculture up to the War. From 1890 to 1910 the yield per 
acre of wheat has increased in the settlements a little faster than 
in Europe (15 against 12J per cent.), but that of all crops taken 
together has increased more slowly (4 against 18 per cent.). The 
yield per head has also increased for wheat a little faster in the 
settlements than in Europe (25 against 18 per cent.), and for all 
crops a little more slowly (11 against 12 per cent.). The actual 
yield per head is, of course, much higher in the settlements ; the 
yield per acre is lower for w’heat, though higher for tlic other 
crops. 

In general, as we find European agriculture more progressive 
than might have been expected, so we find the superiority of the 
new' lands in that field less clear. It is in the industrial field, 
with doubled or trebled outi)ut of coal, iron ore, and steel per 
head between 1890 and 1910, that the progress of Europe’s 
settlements is most marked. 

In the third section of the table, taking h]uropc and its settle- 
ments together, w'e see progress, botli in yield per acre and m 
yield per Jicad of the four crops, more marked from 1900 to 1910 
than from 1890 to 1900, and nothing to suggest a limit to tlu' 
expansion of the white races in the countries w'hich they 
hold. 

The inclusion of Russia in any statistical table induces an 
element of uncertainty ; it is difficult to bo sure tliat figures fnr 
successive years relate to the .same area. As a check upon this a 
second table has been prepared, giving figures for Western and 
Central Europe; that is, Europe without Russia and Poland. 
The broad results of this table from 1880 to 1910 are the same as 
those for Euro 2 :)e as a w'hole. The yi(;ld j)er acre for each crop 
and for all cro 2 )s tog(‘ther is at each epoch liigher than when 
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Russia is included and has increased more rapidly. The yield of 
all crops per head of population has also increased, though less 
rapidly than for Europe as a whole; this is natural, for the 
exclusion of Russia means the exclusion of a country which has 
suffered least from urbanisation.^ 

The main interest of the second table lies in the fact that it 
can bo continued to a fifth epoch — 1920 — after the War. It 
shows that at that epoch the total production of wheat in Western 
and Central Europe was back again near the point where it 
stood in 1880 ; for the four crops together, production was about 
half-way between 1880 u;id 1890. In acreage under cultivation 
Europe had gone back still further, probably fifty years at least ; 
the yield per acre war, at the point where it stood twenty or 
thirty years before. Tho population of course was much greater. 
Taking the years 1920-1921 together, two and ihree years after 
the last shot of the Great War had been fired, Western and 
Central Europe in total agricultural production had gone back a 
generation ; in production per head of population it had gone 
back fifty years and more. If Russia and Poland could be 
included the comparison would be worse. To point the con- 
trast, W'e Jiavc tho figures for Europe’s settlements; from 
1910 to 1920 a further growth of aereagt'. under crops and of 
crops per acre, and a yield per head of population only slightly 
less. 

This result is only incidental to the present inquiry. The 
main object of my calculations has been to lest whether the 
facts suggested any diminution of returns to agriculture in Europe 
between 1900 and 1910. Having n'gard to ^Ir. Keynes’ words, I 
expected to find in the last years before the war a falling yield in 
Europe, balanced by increased drawing on the virgin lands of 
the new world. Actually we find in Europe, dt'cade by decade 
to the eve of war — population ri.sing, acreages under corn rising, 

^ Tho maintnined inerraso in the yield per acre nnd per head of total popula- 
tion in Western nnd Central Kiiropo is remarkable, in view of the common 
assumption that in “ old countries *’ the point of maximum return to agriculture 
has long been rcaeh(?d. Unfortunately aelual census figures of occupations are 
available only for seven couiitrios (Austria, Belgium, nomnark. H ranee, Hungary, 
Italy, and the United Kingdom), omitting all-important (Germany; these show 
for tho seven countries a stationary yield of coni per head of the total population 
and a markedly liigher yield per head of the agricultural j)opiiIation in 1910 
than in 1900 or 1890. The figures themselves are open to criticism, but it seems 
safe to assume that in Western and Central Europe as a whole, with the great 
industrial states of Germany nnd Britain, the agriculturists form, from 1880 
onwards, a diminishing proportion of the total population ; per head of those 
actually employed on the land the yiekl must liavo risen yet more markedly 
appears in tho tables. 
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Table TI. 

Agricultural Production in Western and Central Europe, 


E[)oe]i 

1K80 

220,013 

1890 

1900 

1910 

1920 

291,713^ 

Po]>ulatiou 

(thousands) 

212,817 

204,517 

289,893 

Total Pro<luetiou 
(KiOO qus’.rters) 

Wheat . 

Rye 

Rarloy 

^faize 

Four Crops . 

110,79(1 
07,19(1 
53, .580 
;]S,20.> 
2.59,7 ; 7 

120,:} 11 
02,904 
;5;5,i57.5 
45,72.5 
284,515 

137,035 

70,14(1 

00,163 

48,510 

322,400 

149,400 

91,949 

0:1,738 

57,703 

302,910 

112,it24 
5u, 1 38 

r>i,o ()2 

51,712 

271,970 

Area under (h-ops 






(1000 acres) 






\\ heat 

59,9(‘0 

(51,448 

03,287 

05,139 

07,4.50 

Rvo 

no, 7 1(1 

31,477 

31,128 

32,305 

23,521 

Barley 

21,752 

21,873 

20,740 

21,718 

20,740 

Maize 

17, 8 to 

20,142 

21,155 

22,147 

22,6:}4 

Four eroj's . 

i:jo,277 

134,940 

i 

130,010 

141,309 

124,2.57 

Yield per Aero 






(bushels) 






Wheat 

i4:s 

1 5’(50 

17-40 

18-97 

15-72 

Rye 

M’80 

l(e(}0 

19-.51 

22'77 

19-40 

Harley 

1 19-71 

20-33 

2.3-21 

2:1 ’48 

19-90 

Maize 

1 C-12 

i.s-io 

IS’09 

[ 20-80 

is no 

Four Crops . 

15' 9.5 

h;-o7 

1 IS’SS 

20-.55 

17-48 

Yield per hr ad 






(bushels) 


1 


l 


Wlieat . 

:h93 

3-97 

4-10 

4i:} 

:}-H) 

Ry.' . . 1 

2 

2-U7 

2-;io 

1 2-54 

1 •.5:{ 

J^arh'v . . j 

1-9M 

1-s;} ; 

I-K2 

1-70 

Ml 

i\huz.’ 

J nr, . 

1-51 1 

1-4 7 

J -5!» 

M2 

Four Crops . , j 

9-2! i 

i 

9-;{.s 1 

1 

•175 

l0-(»2 

7-40 


to Table II. 

Tho roiinl incliifird uj) to 1910 arc formin;; “ Europe ” in Tuhle I, 

with tlie exception of Jiussia and Toland. 

For 1920 tli(! area is luorly but not quite the same. The Polish war puins 
from Germany and Aiisti-ia, Ix-inir reekoned with Poland In the latter year, an 
exclud».*d. On the otlu r lunul, lio-Nuia, Ihu/i govina and Montenegro (now fjarb 
of the Serljo-Croat-hhA'j'ne btate), r.«’ssaral)ia (gained by Rouiruiniu from Russia), 
and the Serbian and llulgnrian gains since 1910 from Turkey arc ineliitled. So 
far as can bo judjjrd, the exeliideii itgioiis are sonicwliut less in area (122,000 
square kin. aeHiji.,t J0r>,0(;n) ui.il somevvliat grater in population (1 1,000,0(>(I 
against <i,0(f0,00O* in 1911) tlnii those iiu luded ; that is to say, the term “ M^e, stern 
and Central Europe’ ” iii my table reiircscnts a slightly larger area and a slightly 
smaller population in 1920 than in 1910. The differences, however, are unim- 
portant; Bubstuntiully the exc lu.-.ioiis and inclusions bukinec one another and 
the total K gioi.s rernuin < f;n;f i»rab!« . 
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total production rising still more, so that we got a greater yield 
per acre and per head of the total population. i 

The Movement of Corn Prices. 

The answer to our scconil cpicstion, as to the real cost of 
corn, is as certain and liardly less surprising. If before the War 
it was becoming “ necessary year by year for Europe to offer a 
greater quantity of other connnodilies to obtain the same amount 
of broad,” the money inico of corn must have been rising rela- 
tively to the money price of other eosmnodities. There is no 
trace of such a rise ; the movaunent was in the opiwsite direction ; 
up to the eve of war the prie(! of corn was falling relatively to 
the price of other commodities. 

Table III shows the movement of wholesale prices from 1871 
to 1913 as recorded in the two best-known British indices : that 
of the Board of Trade and that of Sauerbeck. Both indices 
refer formally to the United Kingdom only, but there can bo 
little danger in taking them as an indication of world conditions ; 
United Kingdom prices from 1871 to 1913 must have followed 
world prices in all imi>ortant movements. 

' Detailed (jxamiiiation of the figures yields u number of interesting results 
wliieli ean only bo bri<‘fly indieat<‘d hero : 

(1) The progrc'ss shown for all the countries taken together ri presents a 
general movement in the fifteen eoimti ies (jikiai separately. Taking wheat alone, 
from 1880 to 1010 every country for wliirli figures an* available shows a largo 
increase in tlie yield yx r aero, varying from 18 per cent, in France to 08 per 
cent, in Ceri.uinj’, and averaging 43 r cent.; Ilio other countries show largo 
increases from 1890 to 1910. Kveii from l!! 0 (i to 1910 of tlse fiftem eountrie.s 
every one but three sljows nn increased yield pt‘r acre; the Fnilid Kingdom is 
fatntionary and Franco lias a trifling decline; tin' Danish figures are ineoinplete 
and abnormal. "More sui ni-i.-ing still, every one but four fliclgiuin. France, 
Holland and United Kingdom) shows an increase of wheat per he.ad of total 
population in the decade. For crops other tlian wheat the figures aro less 
uniformly progn s.sive ; geii« rally helweui 1900 and l!)10 yield |.ier acre increased 
in each country for (Oeh crop, excvpt bailey (which inen ased in eight and 
tleerensed in .‘^ix eraintiii s). but yii hi I'cr bead of total population increased only 
for wheat. This greater ]»rogress of ulicat is in itself a sign of greater ca.se rather 
than stringency ; it represmts a vising, not a falling, standard of life. 

(2) During the thirty years ISSO to 1910 the total acreage under each crop 
and tho yield jn'r aero, in lOnrope as a \\holo, have holli grmru. Hut the rales 
of growth for acreage and for \ield per acre \ary inversely. Tlic aerengo has 
increased most for hurley (11 per cent.); next for wheat (38 per cent.); next for 
uvaue (33 per cent.); ami least of all for rye (2 per cent.). 'I he yit Id per acre 
has risen most for rye (45 ]>er cent.); next for mnizt* (22 per cent.); next for 
wheat (19 per cent.); least for barley (13 per cent.). This is an intere.sting 
statistical confirnuition of expectations bastd on economic theory. 3 lie greater 
total production has been secured in wheat and hurley mainly by bringing fresh 
lands under cultivation; in maize and rye, mainly by getting more out of lands 
already cultivated. 
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Table III. 

lidative Movements in Wholemle Prices, 
Board of Trade Index, 



All 

Articles 

Corn 

1 Meat- & 
Dairy 
Products 

Coal 

& 

Metals 

1 As pcrcienlages of all 

articles (Col. 1) 

Corn 

Meat & 
Dairy 
Products 

Coal & 
Metals 


(1) 

(2) 

(3) 

(4) 

(5) 

(C) 

(7) 

1871-80 

]:i8 

166 

119 

81 

120 

86 

59 

] 881- 90 

111 

129 

108 

CO 

110 

97 

54 

1891-00 

95 

108 

90 

05 

113 

101 

07 

1901-10 

101 

106 

104 

77 

106 

103 

76 

1911-1?, 

lU 

in; 

115 

St 

102 

101 

74 


Sauerbeck Index, 



All 

Al l ides 

Vfgotnbl' 

Food 

Minerals 

As percentages of 
all articles 
(Col. 1) 

Vegetable 

Food 

Minerals 


(1) 

(2) 

(3) 

(4) 

(<">) 

i8si-on . 

94 

98 

99 

104 

105 

1801-70 . 

100 

95 

90 

95 

90 

1871-80 

90 

90 

98 

100 

101 

1881 90 . 

75 

71 

73 

95 

9S 

1891-00 

GO 

01 

73 

92 

no 

1901-10 . 

73 

05 

89 

80 

122 

1911 13 

83 

72 

1 05 

87 

120 

1919 

200 

179 

220 

87 

107 

1920 

251 

227 

295 

90 

117 

1921 

155 

143 

181 

92 

117 

1922 

132 

108 

137 

82 

101 


From tl\e o«nrly Vuvcntics prices generally first fell heavily to 
about 1896 and then rose, though not to the height from wliich 
they had fallen ; that is to say, the value of money in relation <o 
commodities first rose and then fell. Through this complett* 
reversal in the movement of prices generally, the price of corn iu 
relation to other articles lias moved steadily — and downwards. 
Decade by decade from 1871 and to the last three years before 
the War the price of corn, as recorded by tlio Board of Trade, 
has fallen relatively to prices as a whole (column 5); with less 
regularity, but even more markedly, the relative price of coal 
and metals has risen (column 7). The result of these two move- 
ments is startling; to get in 1911-13 the same amount of corn 
as in 1871-80 or 1881-90, it would have been necessary to offer, 
not more coal and metals at the later than at the earlier dates, 
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but one-third less. The ISauerbeck index leads to substantially 
the same results; it shows from 1871-80 onwards a steady fall 
in the price of vegetable food and an even greater rise in the 
price of minerals relatively to all articles (columns 4 and 5) ; the 
cost in terms of minerals of a ijivcn quantity of vegetable food 
would have been one quarter to a third less on the eve of the 
War than it had been a generation before. Both indices point 
emphatically to a falling, not a rising, real cost of corn. 

Index-numbers of wholesale prices arc open to criticism, in 
this connection as in many others, because they refer mainly 
to raw products and give little or no representation to manufac- 
tured articles. It would be consistent with the figures quoted 
above to argue that though Iho price of coal and of other minerals 
which are the basis of manufacturing, liad risen relatively to 
corn, the price of manufactured articles themselves as a whole 
had fallen relatively to corn. iSuch a result, paradoxical as it is, 
could occur iix two ways : either if increases in manufacturing 
efficiency reduced the cost of manuhicturc or distribution, or 
if a superfluity of labour fit only for nidustry, as distinct from 
agriculture, reduced the reward to such labour, by an amount 
sufficient in each case to outweigh the increased cost of coal 
and other minerals. The first is a real possibility ; it is just in 
I lie spheres of manufacturing and distribution that increased 
efficiency most naturally accompanies a growth in population 
and that invention and organisation win their last victories over 
diminishing returns. But a cheapening of manufacture in this 
way involves not a decreasing but an increasing return to each 
unit of labour in industry; it would cause a fall of the real cost 
of corn measured in labour. The second way assumes a fall in 
real w\ages of industrial workers b{)th abstdutely and relatively 
to those of agriculturists such as quite certainly has not taken 
place in Eurojic. 

In regard to Europe as a whole we find no ground for Mal- 
thusian pessimism, no shadow of over-population before the War. 
Still less do we find them if we widen our view to embrace the 
world of white men. l\Ir. Keynes’ fears seem not merely unneces- 
sary but baseless; his specific statements are inconsistent with 
facts. Europe on the eve of war was not threatened with a falling 
standard of life because Nature’s response to further increase 
in population was diminishing. It was not diminishing; it 
Was increasing. Europe on the eve of war ivas not threatened 
with hunger by a rising real cost of corn; the real cost of corn 
was not rising ; it was falling. 
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Rooyn for Exim'^ysion. 

I have dealt at some length with Europe before the War 
because that is ]\Ii\ Keynes’ tlieme; in his view, the society that 
seems bent on self-dostruction by the Carthaginian peace that 
crowned the War was already in deadly ^cvil from Nature. If 
now, with better assurance as to the past, we look for a moment 
at the distant future of the European races, the first, though not 
tlu) only, point for (ionsitleration is the extent of the world’s 
unlouclicd or half-used resources in land and minerals. On this 
point, unfortunately, tlic existing information goes only part of 
the wa}’. It is certain that enormous areas of the earth which 
are lit for ciiltivaLion are not yet cultivated at all, and that of 
other areas only the surface has been scratched; but it is not 
certain how great the areas that could be cultivated are ; how much 
of the land that is jiow unproductive of anything must for ever 
remain so. 

In most J]uropeau countries from 70 to 95 per cent, or more 
of the total area is now ola-.^sed as productive it is being 
turned to some use- -ais amble, pasture, forest, and the like. In 
nine proviiK Cs of Canada (excluding the desolate Yukon and North- 
West Tenitories) tlie pcrcciitage of all the land that now pro- 
duces anything is 8, in Siberia 18, in Australia 0, in South Africa 3. 
Even for the Cnited States it is ojily 46, and for European Russia 
55.^ Part, no doubt, of the “ unproductive area*’ in all those 
countries is iKyoiid possibility of cultivation; it is impossible 
on the j^reseut inforjiiation to say luiw large a part. But the 
figures as they s^and arc eloquent <>i Jiow little^ the Eiirope-uji 
races have yet done to fill the lands that they Jiokl ; liow ample 
the room for their exi)ansion. Any suggestion that these races 
have reached or arc within sight of lerrilorial limits to their growth 
hardly deserves serious consideration. 

Material Proijress in Britain. 

It is reasonable to suppor e, however, that Air. Keyjies, though 
he speaks throughout Europe, tliough he emphasises his 
European standpoint, was at heart concerned mainly for his own 
country, and may thus have generalised impressions derived 
from Britain. Eor us at least the position in these islands, 
rather than that in Europe or in the world as a whole is of prime 
importance. If wo look at Britain in the last years before tlie 
War and ask if all was then well and the prospect cheerful, wo 

^ L'ltf rniitionnl Ye/irhooh nf AtjricnUural StaiUiiM^ 1921, pp. 20-21. 
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goX no dear answer lo our question. The picture that our 
economic records paint is half in shadows ; to many the shadows 
will seem ominous of ill. 

Unfortunately on this issue, so vital lo our interests, the use of 
statistical tests is peculiarly difficult. The yield of our soil in 
agriculture is clearly irrelevant ; only less so is the yield in such 
elementary industries as coal or iron mining or pig-iron production. 
Britain is essentially a manufacturijig, eojnmercial, and financial 
country ; the return to its labour is measured by its output or 
gain from finished articles and services which themselves, by 
their infinite variety, escape all measurement. Current statistics 
both of production and of prices refer mainly to raw materials 
or food; they inks the main features of British economic life 
and service. 

With this warning 1 itivite eonsidoration of the accompanying 
table of “ Material Progress in the United Kingdom relative to 
Population.” Tiic table shows at six successive epochs, beginning 
with 1860 and ending with 1910, the course of some of the most 
important indices of economic conditions. The figure for each 
epoch is an average for ten years in which the epoch is central ; 
thus for '' 1860 ” tlie average of ISO.!) 04 is taken, for ‘‘ 1870 ” 
the average of 1865-74, and >o on; foi* the last ejioch, “ 1910,” 
the average is for the nine years I9()r) 1.3 alone; all War years 
are omitted. Tlu^ various indices vowr the activity of five 
important industries (coal, pig-iron, sliipbnildiiig, ciitton, wool), 
measured either by juMiductionor bvconsinn})tioii of raw material, 
and of our cxiinrt trade a.s a whole; the coinse of real wages ” 
and of •' real income,” i. e. of money rates (.f wages and of money 
income per head, corrected to allow for changes in tlie purchasing 
power of money ; the consumption of certain ai ticlcs of food and 
drink; and housing. The influence of the growth of the popu- 
lation and the influences of llnct nations in ])i‘ices liave both been 
eliminated. The figures ar(5 presented in two ways ; the upper 
half of the table gives actual ligurcs of production, consumption 
or ‘‘ real income ” per head ; the lower half gives the same figures 
as index-numbers in which the figure for 1900 is taken = 100 
and forms the basis. Comparisons with this critical cpocli are 
thus made easy. What does the table show ? 

It show's, first, for every sei)arate index a marked and almost 
unbroken rise, epoch by epoch, to the last but one in 1900. There 
are occasional reactions (as with pig-iron from 1880 to 1890 or 
cotton in the following decade), but these are only ripples on a 
powerful and rapid stream. From starting-points of about 60 
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or 60 the various indices moved in fifty years to 100 ; the general 
progress from 1890 to 1900 was not less than in previous decades. 
Unt^uestionably up to 1900 the average productivity and pros- 
perity of each unit of the population rose as the number of units 
rose ; there was a rapidly increasing return to labour as a whole. 
This was the complacent Victorian Ago which led the world in 
material progress and piled up savings without effort. 

The table shows, next, from 1900 to 1910 a more interesting 
but more dubious picture. With one exception — real wages — 
every index has risen, but with two exceptions- — coal production 
and exports — the rise is slower than in previous decades, and in 
more than one case is barely perceptible. Running our eyes 
along the last three lines of the table, we see pig-iron going from 
93 in 1890 to 100 in 1900 and only 101 in 1910 ; shipbuilding goes 
82, 100, 105; wool 96, 100, 102; real wages 91, 100, 100; real 
income 87, 100, 102; consumption of food and drink 91, 100, 102; 
housing 95, 100, 104. In index after index a rapid rise to 1900 
is followed by a smaller rise, or by no rise at all, to 1910. In 
cotton there had been reaction from 1890 to 1900; the resumed 
progress to 1910 was at much below the former average rate. 
Only in coal production and exports is the rapid progress of Vic- 
torian days maintained or accelerated ; those two indices repre- 
sent largely one factor, not two, for coal more than anything 
else swelled our recent exports.^ In every other case, rapid 
certain growth to 1900 gives place to small and dubious improve- 
ment in the next ten years. This i.> the cramped, uneasy, envious, 
but not impoverished age of Edward. 

None of the indices, indeed, records an actual decline; all 
still show progress howuver small. Even if the index of “ real 
wages” — stationary from 1900 to 1910 — be accepted without 
question, the workman W'as slightly better off at the later epoch, 
since hours of work w’erc less; he was getting the same wages 
for a shorter week. We cannot speak of a falling return to labour ; 

^ Curiously enough coal is the product for M liich a diminishing return to 
labour in this country, not sinco IS)C0 merely but long before, seems to be most 
definitely established. In relation to the number of persons actually employed 
in mining the output has fallen rapidly, from 324 tons per head per annum 
in 1881-85, to 288 tons in 181)5-99 and 254 tons in 1909 -13. If we combine those 
figures with those showing the relative movement in the wholesale prices of 
coal and of corn, w’o find that the amount of corn that could be bought by one 
person’s output of coal in a year rose 30 per cent, from 1881-85 to 1895-99, 
and was stationary from thou to 1909 -13 ; os the hours of work had been reduced 
between tho two latter epochs, tho real cost in mining labour of a giv'cn quantity 
of corn had continued to fall slightly even in Britain. Tho increasing response 
of Nature to agricultural effort was just more than suflicient to outweigh the 
effects of her diminishing response to tho British miner. 

No. 132. — VOL. XXXIII. 



464 THE ECONOMIC JOURNAL [DEC. 

at most wo seo a lowor rate of incroase, such as might, or might 
not, precede an actual fall. The contrast, however, between 
the Victorian and the Edwardian ages is unquestionably disturb- 
ing. In Britain, if not in Europe as a whole, the turn of the cen- 
tury seems to bring a turn of fortune. What conclusions are 
we to draw ? What remedies, if any, can we apply ? We shall 
lind reasons for not being too ready to despair of the common- 
woaltli. 

The Edwardian Age and its Meaning. 

In the first place, there is groiiinl for optimistic doubts as 
to the figures themselves. Several of them, particularly the 
indices of real income, real wages and consumption, are elaborate 
structures based largely on estimates; others arc suspect for 
various reasons ; none need be believed to the death. ^ And even 
if the structure be sound, no o.^tablishod index of material pros- 
perity can bo expcetod 1o ri.'c iiidelinitely. Progress involves 
change. \V^hcn a nation lias reached a certain point in the con- 
sumption of necessaries, it will utilise further purchasing power, 
not in consuming more of those ni'cessaries, but in other ways : 
in buying bananas and condensed milk instead of more bread 
or meat, in tasting leisure, e ln il’on, trove!, foofbiill, cinemas, 
and other delights whicii do nui i»j>pear in any index. So there 
may be a saturation-point in production ; after putting its growing 
strengtli for many years into shipbuilding or cotton a nation 
may find greater need for its services in other directions — in 
transport, commerce, or finance. 

In the second place, oven if wo admit, as I, for om?, am pre- 

* Two pnioiol cuuises of doubt un* worth rnontioning : — 

(1) 'liie fjreicxitatitjn of the ligur-'S as avi-ra^'-.s fur partifulr.r decjul<*<, neo's- 
sary as it is in order to give within reasonable sjxaee a Buinnuiry picture of tiie 
whole, is deceptive, because the various deendcs an* unequally nlleeted by the 
phases Oi tlis irado cycle. The years ISOu -1904 contain but oiio year of tslig’ t 
Jeja'cssioii (I'J'.i-i) and an undue* ]*ror)Oition of "good ” years. The nine yeniS 
lUOJ -lu contain tlie end of thi* slight 190-1 .j drjaj ssioii and tin* whole of the 
exceptionally severe depression of lOOS- 9. The course of cyclical lluctuation 
uiifaiily weiglils the coiriparison against the later epoeli. 

(2) Tlie falling oif of cotton, not only in the last decade but over since ISSO, 
is in largo part apijarcnt only. British industry w^as concentrating more and 
more on fuie counts, ujing more spiinllca and producing more value for the 
same weight of raw cotton. 

point on tlio other side, f. e. niakijjg the (comparison unduly favourable 
to later epochs, U iho change in the age-constitution of tho population, llio 
population in 1910 included a larger i>roportion of adults and a smaller proportion 
of cnildioii than that of 1900; production and consumption “ |>rr liead ” should 
have boon slightly higlicr to maintain the same standard in relation to capacity. 
The correction to be applied on this aeroimt i.i too small to disturb tho compariBon 
appreciably. 
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pared to admit, that there was some real change in oiir conditions, 
some faltering in our progress in the first years of this century, 
it may yet bo no more than a transient phenomenon, a result 
of special causes not pointing to permanent change. At the 
turn of the century wo do in fact find special and temporary 
influences disturbing our ordinary development. One of these 
is the South African War; that war, like other wars, probably 
caused a greater loss of savings than of human life; it would 
leave capital scarce relatively to labour and in a stronger position 
to bargain. Another is the change in the movement of prices. 
Just before 1900 the falling tide of prices turned. From 1900 
to 1913 we lived on a rising tide. This also is an element favouring 
capital as against labour, profits rather than wages. Yet another 
special influence at the turn of the century is a change in the 
rate of labour supply, due partly to the course of birth- and 
death-rates more than twenty years before and partly to the 
development of compulsory education. This point calls for 
explanation. 

In 1876 the birth-rate in this country reached its maximum. 
At the same time, or just before, important steps were taken for 
the improvement of public health; the death-rate, which bad 
changed little for thirty years, began to fall, and fell steadily 
thereafter. There followed a quarter of a century later, as a 
wave follows a distant earthquake, an abnormal growth in the 
supply of adult labour. As has been pointed out by Mr. Yule, 
the number of males aged twenty to fifty-five rose 19 per cent, 
from 1891 to 1901, as compared with a rise of 14 per cent, from 
1881 to 1891, and 10 per cent, in earlier decades.^ If we take 
five-year averages, the rate of natural increase (difference of birth- 
and death-rates) reached its highest points in the years 1876- 
1880 and 1881-1885. Normally, this would have shown itself 
first by largo numbers of boys entering the labour market in the 
early ’nineties. At the same time, however, the Education 
Acts W'ero withdrawing more and more boys under fourteen 
into the schools. The State dammed up the rising How of juvenile 
labour for a year or two. The main pressure in the labour market 
began to be felt later, i. e. about 1900, and presented itself as 
tho “ problem of boy labour,” which was really the problem 
of those who had got boy’s work easily enough between fourteen 
and twenty (replacing the younger children kepi at school), but 
found themselves in difficulties when they reached man’s estate. 

^ See Mr. Yule's paper on “ Changes in tho Birth and Marriage Rates ” in 
tho Journal of the Royal Slatijftical Society, March 1900. 

TI 2 
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This abnormal movement was bound, for the time at least, to 
disturb the balance between the growth of capital needed to 
employ labour and the growth of labour seeking employment. 
►Some temporary pressure in the labour market was inevitable. 
It might cause a check in economic progress as measured per 
licad of the total population ; it would certainly, in the bargaining 
between labour and capital for the division of their joint product, 
make labour for the moment relatively weak and capital for the 
moment relatively strong because scarce. Wages would lose 
relatively to profits. 

All these special influences favour capital against labour. 
It is in accord with them that, of all our economic indices, that 
which shows worst, the only one tliat shows no progress at all 
from 1900 to 1910, is real wages, the reward to labour; that 
which almost alone shows continued progress at the full Victorian 
rate is exports, to bo explained perhaps in large measure as the 
surplus profits of capital. 

Witli these points in mind, v»e reach an economic interpreta- 
tion of the Edwardian age, reasonable in itself and consistent 
with other than economic records. That age docs not live in 
our memories and will not live in drama and fiction ^ as a season 
of hard living and hard labour. It comes back to us now rather 
in the guise of the ball before Waterloo, as an episode of unex- 
ampled spending and luxury; as the time when we saw our roads 
beset by motors, our countryside ]>y golfers, our football grounds by 
hundred thousand crowds and a iicav industry of bookmakers, our 
dancing-rooms and dining-rooms by every form of extravagance. 
The smooth development of Victorian days was broken, but the 
characteristic of +he time was inoqualit}^ of fortune rather than 
general misfortune; discontent rather than povertj^; a grin 
by cajutal in relation to labour, by profits in relation to wages, 
by some classes of workmen at the expense of others, even mere 
than a check to our progress as a nation. Some check to our 
national progress there probably was, but we are not bound tj» 
believe that the check was permanent. The three factors 
described above — the earthquake wave of labour supply, the 
South African War, and the upward turn of prices — are all 
peculiar to their time. The relative shortage of capital would 
tend to produce its own corrective. Difficulty in absorbing an 
abnormal flood of new labour does not prove permanent over- 
population ; if all the hundred million persons who now find room 

* Sonia f by Stephen McKenna; Tano-Bungay, by H. Q. Wells; The Regent t 
by Arnold Hcnnctt. 
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and growing opportunities in the United States had landed there 
at once they would all have starved.^ 

In the last three years before the War we find in nearly all 
indices resumption of a rapid upward movement. What would 
have happened if the War had not come ? Would the Edwardian 
age have proved a passing episode of unrest or the beginning 
of a serious threat to our prosperity ? This is one of many ques- 
tions whose answer is buried in the common grave of war. 

In the third place, even if the new century was to sec in 
Britain a lasting and not a transient harshening of conditions, if 
the rich case of the Victorian age had gone for ever with Victoria, 
there is little ground for surprise. Jlolthus or no Malthus, it 
was not rcasona})lo to expect Britain to keep up for ever the speed 
that marked her start in the industrial race. Providence had not 
concentrated in those islands the coal and iron supplies of all the 
world. As the United States and Germany and France developed 
ih(‘ir own mineral resources, Britain was destined to find her 
general industrial suprcmac^y challenged, now in one field now 
in another; she would bo drhen to discover and maintain those 
branches of work in which she had the greatest economic advan- 
tage, and to wit hdra w from t he rest. This process of challenge and 
adjustment was hound to occur irrespective of the growth of 
population, and afj it occurred to give rise to strains and pressures ; 
when in com] dished it might yet leave room for progress, if not 
at the full Victorian jiace. 

Of Britain before the AVar we nia}^ conclude that the position 
called for serious thought, not tears or panic. The economic 
records are open to diverse readings. The cheek to material 
progress in the Edwardian age may in part have been less than 
appears, and in part real but due to transient causes. At worst 
our industrial rank was challenged, not destroyed; forgetting 
some of the slacknesses of our easy days, we might through science 
and system and industrial peace have won a new lease of rapid 
progress. In this direction lay our remedy; in tliis, I think, 
rather than in hastening the process of birth restriction which 
had begun a generation before. 

Britain and Austria after the War. 

Let us pass to Britain after the War. Here, statistical tests 
of progress must be abandoned altogether. War’s disturbance 

^ This ifl pointed out hy a rccont author, Mr. H. Wright, in Population^ p. 110 
(“Cambridge Kronomic Handbooks,*' 1023). 
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of our economic life and all its standards and records is barely 
subsiding; to found judgments of the future on the course of 
production or wages or prices in the years of demobilisation is 
vanity. Judgment by recorded results is impossible; we are 
driven back to genernl considerations for an estimate of prospects 
in this new but not better world. 

The lirst principle of population to-day is that, under conditions 
of economic specialisation and international trade, the population 
problem in any particular country cannot profitably be considered 
without reference to other countries. The problem in every 
country is a problem of the distribution of the population of the 
world as a whole. The actual density in different regions of the 
earth varies fantasticall}^ according to the part which that region 
plays in the life of the world, from less than one person per square 
kilometre in Canada or three in the Argentine, through 186 in 
Britain, or 245 in Belgium, to 760 in Monaco or 3,538 in Gibraltar.^ 
The “ optimum density ’’ ^ for any one country at each moment 
depends not solely or even mainly upon its own resources of natural 
fertility or mineral treasure, on its own achievements of technique 
or co-operation, but on how in each of these matters it compares 
with other countries, on whether other countries are prosyjcring 
or depressed, on llie relations of its owm people — in respect of 
peace or w^ar, of trade (^r tariffs — tow’ards other peoples. 

Britain illustrates this principle more clearly than any other 
great country, because of all great countries Britain has grown 
to be the least self-sufficient, the most highly specialised, the most 
dependent on trade and peace and world-wide co-operation. 
A pregnant analogy will make the position clear. 

In Central Europe, before the War, lived, under one dynastic 
ruler, a congcTics of communities known colh^ctively as the Austro- 
Hungarian Empire. These communilics formed together a 
single economic unit, a free-trade area with fifty million inhabit- 
ants, in which every stage of economic activity, from the simple st 
agriculture to the most developed finance, w^as strongly repre 
sented, in winch all the separate functions came to be distributed 


^ T1u*ho fifiiuvs rolato to 1911 und aro takon from I’ahlo I of tho Intcrnnlional 
Year Book of Agricultural Statistics. A romarkablo instance of tho density 
pos.sibIf3 to a j)ur( ly agiic ultural ]X)puIuiion is presented by Java and Madura, 
which in 1921 had a population of 30,000,000, living 26G to the square kilometre, 
more tlian tho most crowded ijidustrial states of Europe. This involves of 
course a Chineso standaril of life'. 

^ That is, tho density which will bring tho largest return per head of tho 
poinilation. Cf. Carman, Wmlth^ p. 68, and Carr-Saunders, The Population 
Problem, pp. 200 seq. 
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locally according to economic advantage without regard to internal 
boundaries. Some regions — east and south — were predominantly 
agricultural; in the north-west were extractive industries of 
coal and iron, and manufactures founded upon them; further 
south were other manufactures, and the main seat of commerce 
and finance. Here was timber ; there water-power. Each 
industry tended to settle where it could most profitably be carried 
on. Within each industry local specialisation often went very 
far; thus, in cotton, one region predominated in the first and 
final processes (spinning and bleaching), another had more than 
its share of intermediate processes (such as weaving) ; the loco- 
motives for railways came to be built in one region and the 
waggons in another. Tn tlie centre lay Vienna, a natural meeting- 
point entrenched by art in a system of radiating railways, con- 
centrating on itself the most advanced stages of social life — fine 
manufactures, commerce, distribution, transport, finance, adminis- 
tration — a large and prosperous head directing and nourished 
by a large body. Wliile the Aiistro-Ilungarian Empire lasted, 
this headship ])rought with it the first place in prosperity. The 
wealth, pleasure, and extravagance, no less than the government, 
education, science and art, of fifty millions made Vienna their 
centre. 

The War came and went, and with it went the Empire. The 
dynastic ruler disappeared; the congeries dissolved; each com- 
munity became a separate body desiring and needing a separate 
head, aiming at sclf-sufiiciency, seeking it by economic barriers 
against intercourse. In that break-up the average prosperity of 
all the fifty millions has sunk. Nearly every region is in some way 
poorer than before. But no region has suffered as much as 
Vienna ; in none does the loss take the characteristic appearance 
of over-population. Vienna remains a head grotesquelj^ too 
large for the shrunken body of German Austria, manifestly over- 
populated, as little able to support its former numbers at their 
former standard, as would be Monaco if the nations gave up 
gambling or Gibraltar if they gave up war. It is over -populated, 
not through exhaustion of its natural resources, not because in 
the past its people were too prolific, but because the w^orld 
outside has changed too suddenly. 

De nobis fabula — the fate of German Austria is the moral for 
Britain. No other country of comparable size is so highly 
specialised as Britain. None produces so small a proportion of the 
food that it requires, or of the raw materials of its industries. 
None is so predominantly engaged in the advanced ranges of 
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economic activity; in industry rather than agriculture; in 
finishing processes rather than the extraction of raw material; 
in transport, commerce and finance, rather than manufacture. 
No other country, therefore, is so completely dependent upon the 
restoration of peace and trade and economic co-operation. None 
is destined to suffer so acutely from any general disorder. At 
this moment perhaps none is suffering so much. 

It is needless to seek in excessive fecundity an explanation of 
our present troubles. Tliere are other reasons, enough and to 
spare, why we should expect now to suffer from unexampled 
unemployment. Two exceptional causes of unemployment are 
now added to the normal movement of cyclical fluctuation. One 
is the difficulty of passing from war and war industries to peace 
— the difficulty of making swordsmen into ploiighboys. The 
process of training and directing the new supplies of labour to fit 
the changing needs of industry has been broken by the War; 
there is a maladjustment of quality between labour supply and 
labour demand. The second cause lies in the damage done by 
the War and its aftermath to the economic structure of the world ; 
the destruction of capital, the relapse of great nations towards 
barbarism, the breaking of easy and friendly intercourse, the 
continuance of war measures, the smaller volume of international 
trade and its shifting into new’^ channels. The world has changed 
suddenly, if less completely, round us as round German Austria. 
Many of our trades find their former customers dead or im- 
poverished or cut off by new barriers; the labour trained to 
those trades cannot sliift to fill the gaj) in production which is 
left by the disappearance of those customers and their work. Jn 
both these ways, in terms which I used in writing of unemployment 
fifteen years ago, we have leading instances of those ‘‘ changes of 
industrial structure ” which leave legacies of enduring unemploy- 
ment, to bo reduced only as the labour ill-fitted for new needs is 
slowly and individually absorbed again or is removed by (h'ath 
or emigration.^ 

The fate of Austria has a bearing not on war alone. The 
world may change otherwise than by war. The “ optimum 
density ” of population for any country may bo diminished not 
by anything happening in that country, but by the discovery 
and exploitation of resources in other countries; possibly even 

^ Uncertainty as to the course of prices, witli its paralysing effect on business 
enterprise, ought perhaps to Vjo named as yet another special cause of post-war 
unemployment. Alternation of upward and downward movements of prices 
i-?, of course, one of the elements in normal cyclical fluctuation. 
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by tariff changes. The more any country is specialised in its 
economic functions, above all if it is specialised in the most 
developed rather than in the primary functions, the greater is its 
liability to such changes. Britain, becoming yearly less self- 
sufficient, setting each year a swiftly growing people to more and 
more specialised labour, increasing each year its inward and 
outward trade, was before the War taking more and more the 
Austrian risk. It is arguable that with this lesson before us we 
ought no longer to take the risk so fully; should retrace our 
specialisation and aim at self-sufficiency — in practical terms, 
under a system of tariffs or bounties, shraild grow more corn and do 
less trade. The short answer to that argument is that we are 
already too far from self -sufficiency to make worth while any 
attempt to return. Any change great enough to diminish seriously 
our dependence on overseas trade, in other words our exposure 
to the Austrian risk, would involve an impracticable reduction in 
out total population and our average wealth. A middle course 
that is sometimes suggested is to aim at self-sufficiency in the 
British Empire, by tariff arrangements favouring Imperial rather 
than foreign trade. The adopticai of such arrangements clearly 
depends more on the wishes of the Dominions than on those of 
Britain, and their value for the purpose in view upon the readiness 
of the Dominions to accpucsce in a divi^^ion of economic functions 
which would leave the most advanced and most profitable ones 
to the British Isles. It is more than doubtful whetlicr this is the 
Dominion view of Imperial economies. In the last analysis, the 
long road which Britain has travelled to dependence on inter- 
national trade, as general and a.s free as possible, will, I believe, bo 
found to bo irretraceable. Like the hero of one of Mr. Wells’ 
novels, the Britain tliat we know, the Britain of forty millions, 
has been made for a peaceful and co-operative world; she must 
try to create such a world if she docs not find it ready to hand. 

l^ccapitiihUiou, 

It is time to gather together the tlireads of this long 
discussiem. A further quotation from IMr. Keynes’ wiitings will 
serve for a starting-point : — 

“ The most interesting question in the world,” ho writes, “ (of 
those at least of whicli time will bring us an answer) is whether, 
after a short interval of recovery, material progress will be 
resumed, or whether, on the other hand, the magnificent episode 
of the nineteenth century is over. In attempting to answer 
f-his question it is important not to exaggerate the direct effects 
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of the late War. If the permanent underlying influences are 
favourable, the effects of the War will be no more lasting than 
were those of the wars of Napoleon. But if even before the War 
the unclerl 5 dng influences were becoming less favourable, then 
the effects of tlie War may have been decisive in settling the 
date of the transition from progress to retrogression. ^ 

The warning deserves attention. Yet, as I am less inclined 
than Mr. Keynes to b() pessimistic about the tendencies before 
the War, I feel perliaps more pessimistic than he is in this passage 
about tlic effects of the War, and the possibly enduring damage 
it may have done and bo destined to do to humanity. 

Before the War, ar. I have tried to show, there is nothing to 
suggest that P]uro])e had reached its economic climax ; Malthus^ 
Devil, unchained again or not, cannot be found where Mr. Keynes 
professes to find liirn. For the world of wdiite men as a whole there 
is even loss ground for pessimism; tho limits of agricultural 
expansion arc inde finitely far. If we regard only that part of 
this world which is known as Britain, judgment is not so easy. 
Some change did coTue over our economic life, or certain parts of 
it, with tho linn of the century; our effortless supremacy was 
challenged. Reasonable men may dispute, and since the decisive 
evidence has perisliod will proI)ably dispute for ever, whether 
the unrest and uncertainty of the Edwardian ago marked a 
passing episoilo destined but for the War to give place to a fresh 
stage of swiftly rising prosperity, or, on the other hand, recorded 
the first shock of permanent forces working to make life in these 
islands less easy and to set a term to material progress. 

After tho War — for that phase, if indeed we have reached it, 
I doubt whetlier we may find much comfort in Napoleonic 
parallels. The Napoleonic wars w^eie wais between Governments 
and armies rather than peoples; they did not bite deeply into 
economic life; they kit it possible for tho best contemporary 
fiction to show a picture of English society in which the military 
figure chiefly as danchig partners. ^ The war of 1914-18 was 
waged on millions of non-combatants, as much as on armies; 
it is being coiitijiuod in the same form to-day; tho economic 
structure of the world, battered out of shape by four years of 
open war, is still twisted by human passions. The lesson of 
compulsory self-sufficiency has been learnt too well ; in all parts 

^ “ An Economist’s View of Population,’* in tho Manchester Guardian Recon- 
struction Section Six (1922). 

* Jano AuKten’s first tlireo novels were written during tho Revolutionary 
Wars (1796 to 1798) ; lior Just three between Wagram (1809) and Waterloo (1815). 
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of the world, by new economic barriers, nations are endeavouring 
to safeguard, at the expense of their native and natural industries, 
the industries which were forced on them by the extremities of 
war. The world is poorer in resources by its lost years and ruined 
capital; of those diminished resources it makes worse use.^ 

To sum up, for Europe and its races the underlying influences 
in economics were probably still favourable when the War began. 
But the war damage was great and we are not in sight of its end. 
Man for his present troubles has to accuse neither the niggardli- 
ness of Nature nor iiis own instinct of reproduction, but other 
instincts as primitive and, in excess, as fatal to Utopian dreams. 
He has to find tlio remedy elsewhere than in birth control. 

/Ac PopulaUon Problem Pc7naind\ 

Let me add one word of warning before I finish. Such 
oxaminatioji as 1 have been able to make of economic tendencies 
before tb<j War yi(‘lds no gromid for alarm as to the immediate 
future of mankind, no justification for Malthusian panic. It has 
seemed important to emphasise this, so tliat false diagnosis 
should not lead to wrong nunedies for the world’s sickness to-day. 
But the last thing I wish is to over-ernphasisc points of disagree- 
ment with Ml’. Keynes. The limits of disagreement are really 
narrow. The phrases which I have criticised are incidental, not 
essential, to Mr. Keynes’ main argument as to the consequences 
of the War and the pi'ace. And wdiether IMr. Keynes was right, 
or, as I think, too pessimistic in his reading of economic ten- 
dencies before the War, ho will be regarded as unquestionably 
right in calling attention again to tJie importance of the problem of 
population. Nothing that I have said discredits tlic fundamental 
])rinciple of Malthus, reinioieed as it can be by the teachings of 
modern science. The idea that mankind, wliile reducing in- 
definitely the risks to Iwiman life, can, without disaster, use to 
the full a power of reproduction adapted to the perils of savage 
or pre-human days, can control death by art and leave birth to 
Nature, is biologically absurd. Tiie rapid cumulative increase 
following on any practical application of this idea w'ould within 
measurable time make civilisation impossible in this or any 
other planet. 

In fact, this idea is no more a fundamental part of human 
thought than is the doctrine of laissez-faire in economics, which 

^ Tlio rofent development of prohibitivo tariffs is very fully described in a 
special supplement by Dr. Dregory to the London and Ciimbridgo Kconomic 
Service 
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has been its contemporary, alike in dominance and in decay. 
Sociology and history show that man has hardly ever acted on 
this idea ; at nearly all stages of his development he has, directly 
or indirectly, limited the number of his descendants.^ Vital 
statistics show that the European races, after a phase of headlong 
increase, are returning to restriction. The revolutionary fall of 
fertility among these races witJiin the past fifty years, while it 
has some mysterious features, is duo in tho main to practices as 
deliberate as infanticide. The questions now facing us are how 
far tho fall will go ; whether it will bring about a stationary white 
population after or long before the white man’s W'orld is full; 
how the varying incidence of restriction among different social 
classes or creeds will affect tho stock; how' far the unequal 
adoption of biith control by different races will leave one race 
at tho mercy of anotlier’s growing numbers, or drive it to 
armaments and perpetual aggression in self-defence. 

To ansv/er tluse questions is l)cyond my scope, as it is beside 
my purpose to ])ass judgment on tho practices from which they 
spring. The purpose of my paper is rather to give reasons for 
suspending judgment till we know more. Tho authority of 
economic science cannot be invoked for the intensification of 
these practices as a cure for our present troubles. But behind 
these troubles the iwoblcin of numbers waits — the last inexorable 
riddle for mankind. To multiply the nation and not increase 
the joy is the most dismal end that can be set for human striving. 
If we desire another end than that, we should not burk discussion 
of the means. Uf)wev('r the matter be judged, there is full time 
for inquiry, before fecundity d('stroys us, but inquiry and frank 
discussion there must be. Two inquiries in particular it seems 
well to suggest at once. 

Tlie first is an investigation into the potential agricultural 
resources of the world. There has been more than one elaborate 
examination of coal sujiijlie.s; we have estimates of the total 
stock of coal down to various depths in Britain and Germany, 
in America, China, and elsewhere; we can form some im- 
pression of how long at given rates of consumption each of 
those stocks will last; we know that “ exhaustion ” is not an 
issue for this generation or many generations to come. There 
has been no corresponding study of agricultural resources ; there 
is not material even for a guess at what proportion of the vast 
regions — in Canada, Siberia, South America, Africa, Australia — 
now used for no productive purpose could be made productive ; at 

* Sre The Problem of Pnimlntion, by A. M. ('arr-Mtuii)(lt'rs. 
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what proportion of all the “ productive ” but ill-cultivated land 
could with varying degrees of trouble be fitted for corn and 
pasture. Without some estimate on such points, discussion of 
the problem of world poi^ulation is mere groping in the dark. 
The inquiry itself is one that by an adequate combination of 
experts in geographic, agricultural and economic science — not by 
a commission gatluTing opinions or an oflico gathering statistical 
returns — it should not be difficult to make. 

The second is an investigation into the physical, psychological, 
and social effects of that restriction of fertility which has now 
become a leading feature of the problem. This also is a matter 
neither for one person — ^for its scope covers several sciences — 
nor for a commission ; facts rather than opinions or prejudices 
are required. 

If the question bo asked, not what inquiries should be made 
but what action should no\v be taken, it is difficult to go beyond 
the trite gcmnalities of reconstruction, of peace and trade 
abroad, of efficiency and education at home. The more com- 
pletely we can restore the economic system under wliich our people 
grew, the sooner shall we absorb them again in productive labour. 
Unless we can make the W’orld again a vast co-operative common- 
wealth of trade, we shall not find it sj^acious enough or rich enough 
to demand from these islands the special services by which alone 
they can sustain their teeming population. Even if the world 
becomes again large enough to hold u.'-, wo sliall not keep our 
place in it with the ease of Victorian days ; we dare no longer 
allow', on cither side of tlie w'agc bargain, methods which waste 
machinery or brains or labour. Finally, if tliere be any question of 
numbers, if there be any risk that our people may grow too many, 
the last folly that \ve can afford is to lower their quality and go 
back in measures of health or education. Recoil from standards 
once reached is the gesture of a conimuriity touclicd by decay. 

W. H. Beveridge 



A REPLY TO SIR WILLIAM BEVERIDGE 
I 

It is flattering but a little severe to be taken up through a 
Presidential address on the strength of an obiter dictum of a few 
sentences. (The subject is a large one and an author may have 
more to say in support of his general attitude to it than can 
be well expressed in a single page of a book on another topic.) 
But worse still when even that paragraph is mis-handlcd. 

My main convictions relate to the present state of affairs — 
whether Great Britain and Europe can continue to support an 
increasing population on an imj)roving standard of life now that 
the precarious equilibrium which existed before the war ^ has 
been fatally disturbed. Incidentally I expressed a doubt whether 
the state of affairs b}’' which “ up to about 1900 a unit of labour 
applied to industry yielded year by year a purchasing powder over 
an increasing quantity of food ” may not perhaps have been 
already reversed about that date. 

It is always difficult to trace, through the oscillations which 
obscure the long-period trend, the precise moment when a 
diminishing rate of improvement passes over into an actual loss of 
ground. But Sir W. Beveridge’s paper makes me no clearer than 
I was as to whether I was rash to express the doubt in question ; 
for the statistics which lie quotes have no direct bearing on m}^ 
remarks. 

I was concerned with the ratio of real interchange between 
the manufactured products offered by the Old World, and the 
food and raw materials supplied by the New. I thought I saw 
a tendency of this ratio to alter, with the result that Europe 
w^as having to offer more of Jicr owm goods in exchange for 
imported agricultural produce. I made no fresh study of this 
question when I wrote The Economic Consequences of the Peace, 
but was merely repeating a view which I had expressed in The 
Ecoj^omic Journal in 1912 (Vol. XXII. p. 630), based on some 
figures given there and on the more comprehensive calculations 
set forth in Professor Bowley’s w'cll-known memorandum published 
in The Economic Journal in 1903 (Vol. XIII. p. 628). It will 
be useful to repeat here the salient figures. 

* My phrases about this are those first quoted above by Sir W. Beveridge 
on p. 452. 
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Professor Bowley’s object was to make a table year by year, 
for the United Kangdom and for Germany, of “ the quantity of 
exports (the kind supposed unchanged) that were given for a 
uniform quantity of imports.*’ His results for the United 
Kingdom were as follows : 

Volume of Eiporla given for a Uniform Quantity oj Im'porta, 


1873 . 

. 100 

1883 

. 118 

1893 

. 105 

1874 . 

. 103 

1884 

. 115 

1894 

. 102 

1876 . 

. 107 

1885 

. 114 

1895 . 

. 102 

1876 . 

. 110 

1886 

. 113 

1896 . 

. 102 

1877 . 

. 118 

1887 

. Ill 

1897 . 

. 102 

1878 . 

. 114 

1888 

. 113 

1898 

. 103 

1879 . 

. 116 

1889 

. 112 

1899 . 

. 99 

1880 . 

. 119 

1890 

. 104 

1900 . 

94 

1881 . 

. 123 

1891 

. 105 

1901 . 

95 

1882 . 

. 118 

1892 

. 106 

1902 . 

. 100 


This is primd facie evidence that our position, after deteriorating 
from 1873 to 1881, improved uninterruptedly from 1881 to 1900. 

In my memorandum of 1912 {loc, cii.) I was reviewing the 
corresponding figures of the Board of Trade for the years 1900- 
1911 (Cd. 6314), which were as follows : ^ 


1900 . 

. 94 

1903 . 

. KH 

1 19::> . 

. 90 

1909 . 

. 103 

1901 . 

. 96 

1904 . 

. U'O 

I90; . 

. 98 

1910 . 

. 104 

1002 . 

, 99 

1 1905 . 

. 101 

1 I9i.'8 . 

. 98 1 

1911 . 

. 101 


This long series of figures seemed to indicate that a period of 
continuous improvement covering two decades had culminated 
about 1900 and had been brought to an end about that time. 

The above figures compare all exports with all imports. For 
the full justification of my remark, however, it would be better 
to compare cxportc;d manufactures witli imported food stuffs. 
The result, the general character of which is much the same as 
before, is as follows : 


Volume of Manufactured Exports given for a Uniform 
Quantity of Food Imports,"^ 


1881 

. 132 

1891 . 

. 106 

1901 

. 95 

1882 

. 130 

1892 . 

. 112 

1902 

. 100 

1883 

. 128 

1893 . 

. 112 

1903 

. 100 

1884 

. 120 

1894 . 

. 107 

1904 

. 96 

1885 

. 114 

1895 . 

. 104 

1905 

. 09 

1886 

. 117 

1896 . 

. 106 

1906 

. 92 

1887 

. 116 

1897 . 

. 110 

1907 

92 

1888 

. 114 

1898 . 

. ill 

1908 

. 98 

1889 

. 116 

1899 . 

. 105 

1909 

. 104 

1890 

. 107 

1900 . 

. 93 

1910 

. 100 


^ To render the sories continuous with Professor Bowley’s I have modified 
the base year. 

* Professor Bowley’s tables for 1881 to 1902 distinguish " Imported Food 
and Tobacco,” Exported Textile Manufactures ” and “ Exported Metal 
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Here also we liave a progressive improvement culminating 
in 1900, with no further improvement after that date and some 
signs of deterioration. Incidentally it is interesting to notice 
how decidedly the boom of 190G-7 turned the ratio of real inter- 
change in our favour, and how equally decidedly the depression 
of 1908-9 turned it agaiiu.l us. Since, Jiowever, wo are concerned 
here with the long-period trend, the total result of the table can 
be best summarised as follows : 

Volume of 31 any j act nr ed E.i ports given for a Uniform 
Quantity of Food Imports. 

1881 132 1900 . 03 

Decade ending 1890 . .119 Decade ending 1910 98 

Decade ending 1900 .107 101 1 98 

A table of this kind by itself cannot, of course, bo regarded 
as conclusive. But some of the possible sources of error arc not 
probable. For example, the prices of imported raw materials 
during the period under review suggest that, if tJiese were 
eliminated from the prices of manufactures so as to give the 
net return to home manufacture, the force of tJie above table, 
whilst not much cJianged, would be increased rather than 
diminished. 

Now from 1881 to IGOO there Avas certainly a great improvement 
in manufacturing lec]ini([ue. Thus not only did a unit of manu- 
facture purchase more food, but it cost less labour. Not only 
so; as wo shfill see below, Avhilst wo weio producing at lcs.s real 
cost and selling at a better real price, we were also marketing a 
growing volume of goods. It was this fortunate combination 
of circumstances which made it possible for us to support a 
rapidly increasing number of workers at a somewhat improving 
standard of life. Between that time and the outbreak of war 
the situation may have been helped by some further improvement 
in manufacturing technique; and the volume of our trade was 
still increasing; but the other factor -the purchasing pow'er of 
our manufactures — had ceased to help and seems from the above 
data to have begun to turn adverse. We were no longer able to 
sell more goods at a better price. 

I claim, therefore, that the best evidence available supports 

Products.” I tak(5 the first of these categories as representing imported food, 
and the mean of the other two ns representing iimnufaelureil exports. The 
Board of Trade for 1900-1911 deal separately with their usual categories 

of ” Articles of Food, Drink and Tobacco,” and “ Articles Wliolly or Mainly 
Manufactured.” 
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the contention briefly stated by me in The Economic Consequences 
of the Peace. I was there speaking of the industrial countries 
of Western Europe, and suggested that, whereas “ up to 1900 
a unit of labour applied to industry yielded year by year a 
purchasing power over an increasing quantity of food, it is possible 
that about the year 1900 this process began to be reversed/* 

What evidence does Sir W. Beveridge produce to confute 
this ? His facts fall into two groups. The first show that 
Europe as a whole produced 3 per cent, more wheat per head 
in 1910 than in 1900. His second show that the price of wheat 
rose less than that of other raw materials. Wliy he imagines 
that either of these facts confute my statement I cannot say. 
Let us consider them in turn. 

Take fii’st his figures of wlieat production. Two tables are 
given, one of which includes and the other excludes Russia and 
Poland. The first shows some increase in the production of food 
grains per head in the decade 1900-1910 and no figures available 
for 1910-1920 ; the second shows a small decrease in the produc- 
tion of wheat and barley per head in the decade 1900-1910, 
compensated by an increase of rye and maize (which are not 
important articles of human food in this country) and a huge 
reduction all round in 1010-1920. I have the following observa- 
tions to make : 

(1) It is not obvious that his own table for ‘‘ Western and 
Cential Europe,” taken at its face value, namely : 

1880 ISUO lOoO 1910 1920 

Yii'lcl of wheat (buslidri) per head . 3’93 3 97 4’li) 4-13 3*10 

confutes my suggestion that the year 1900 marked a turning- 
point. Indeed it might be held by some to confirm it. 

(2) He has, however, included in “ Western and Central 
Europe ’* the agricultural countries of South-Eastern Europe — 
Roumania, Hungary, Jugo-Slavia and Bulgaria. The inclusion 
of these countries vitiates an argument concerned with the 
situation of the industrial communities rd Western Europe. 
“ More surprising still,*’ Sir W. Beveridge concludes this passage, 
“ everyone but four (Belgium, France, Holland and the United 
Kingdom) show's an increase of wheat per head of total population 
in the decade (1900-1910).’* But are not these four (together 
with Germany) precisely the countries we were talking about ? 

(3) Even if his facts were correct, they are not relevant 
to my contention about the ratio of real exchange between 
agriculture and industry; and, anyhow, it would be rash 

No. 132.— VOL. XXXIII. K K 
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to treat them as an indication of progress without examining 
the attendant circumstances. If, for example, the wheat grown 
in Great Britain per head were at the present stage in our economic 
development to show a considerable increase, it might well 
indicate a serious deterioration in our jirosperity ; for it might mean 
that as a result of hostile tariffs or other causes we were no longer 
able to obtain food on favourable terms in exchange for our manu- 
factured exports and were being driven, as a last resort, to grow 
an increased quantity of food for ourselves. 

Take next Sir W. Beveridge’s tables of prices. Since these 
relate almost wliolly to raw materials, and mainly to imported 
I'aw materials, 1 do not know what relevance he thinks that they 
possess to my statement about the relative values of imported 
food and exported manufactures. He seems half aware that they 
arc irrelevant, and goes on to give other reasons for supposing 
n priori tliat, If his figures had related to exported manufactures, 
they would have su 2 )ported his conclusion. But he seems to have 
clean forgotten the existence of the Board of Trade estimates, 
published year by year, of the very thing under discussion, — 
although the figures must, of course, be familiar to him in other 
connections. 

II 

Since Sir W. Beveridge’s eritieisins have caused mo to recur 
to the subject of my inquiries of 1912, it may be of interest that 
I should now bring these inquiries up to date. 

The Board of Trade continued to publish comparable figures 
for the years up to 1916 (though 1913 was the last year to be 
dealt with in a comprehensive white paper). For the years 1917 
and 1918 the conditions under which our foreign trade was 
carried on rendered comparisons impossible, and no returns were 
compiled. Since 1919 tJie figures have been published quarterly 
in the Board of Trade Journal.^ Reducing these oflScial figuios 
to the same form as in the table given above (p. 477), we have the 
following result : 

Volume of Manufactured Exports given for a Uniform 
Quantity of Food Imports, 


1912 . 

. 102 1 

1915 . 

. 118 

1918 . . — 1 

1921 . 

. 73 

1913 . 

97 

1 1910 . 

. 118 

1 1919 . 

. 91 

1922 . 

. 77 

1914 . 

. 105 i 

j 1917 . . — 1 

1920 . 

. 82 

1923 . . 80 

(for 9 months) 


A Up to and including 1922 the figures have been calculated in respect of 
1913 aa the base year. In 1023 the Board of Trade has returned to its pre-war 
(and preferable) technique of the “ chain-method by which each year i« 
calculated by reference to the immediately preceding year. 



1923] 


A REPLY TO SIR WILLIAM BEVERIDGE 


481 


It appears, therefore, that up to the outbreak of war, and also 
during the war years, the state of affairs, which dates from about 
1900, was maintained, the table, repeated in terms of ten-year 
averages,^ being as follows : 


Volume o] Mauujactured ports given jor a Uniform 
Quantity of Food Imports. 


Decade ending 181)0 

119 

Docatle ending 1809 

103 

Decade* ending 1008 

97 

„ .. 1801 

117 

„ iOOO 

107 

„ M 1900 

97 

„ „ 1802 

lir> 

1001 

105 

„ „ 1910 

98 

„ „ 1803 

113 

.. 1902 

104 

„ 1911 

98 

,, 1804 

112 

„ „ 1903 

103 

M M 1912 

98 

„ I 8 O 0 

111 

„ „ 1904 

102 

M ,, 1913 

98 

1800 

110 

„ „ 1005 

101 

.. 1914 

90 

» „ 180/ 

100 

IOOO 

100 

,, „ 1915 

100 

.. 1808 

100 

1 „ 100 ; 

08 

i „ 1016 

101 


1'his table shov.M that tlic unintciTupted improvement, which 
liad been proceeding at a steady rate for a quarter of a century 
up to the decade (ending 1907-8) of which tlic middle year is 1903, 
came to an end at about that date. 

In the light of this more extended table, my former generalisa- 
tion should be modified by placing the turning-point at 1903 
rather than at 1900 (the figures of the period 1899-1003 being 
mucli upset for purposes of comparison by tlic 8011th African 
War and by the boom and the subsequent depression within 
that period), and by emphasising more decidedly the cessation 
of improvement and less decidedly the extent of the actual 
deterioration between that date and the outbreak of war. 

What is the situation as regards the post-war years ? They 
show that my original generalisation was o^ien to the criticism 
that by dealing solely with the ratio of real exchange without 
reference to the volume of trade it might be misleading. The 
ligures quoted above for the pre-Avar years, taken by themselves, 
indicate, paradoxically, a vast iinxirovemcnt, even if we allow for 
a disturbance of the ligures, as on previous occasions, by the boom 
of 1920 2 in proportion to tlie magnitude of the boom. A closer 
examination, however, shows that the improvement in real price 
has only been obtained at the expense of a disastrous falling off 
in volume. My generalisation would have been more accurately 

^ Ton-year averages are successful on tho whole in eliminating the very 
tlisturbing inUueiico on these tables of tho periodic booms and depressions. 

* These tables show that with great regularity this country obtains a better 
i'e.al price than usual for its manufactured exports during a boom. To this 
extent tho greater prosperity of industrial countries during a boom seems to be 
At the expense of the agricultural countries. 


KK 2 
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stated : — ‘‘ We are no longer able to sell a growing volume of 
manufactured goods (or a volume increasing in proportion to 
population) at a better real price in terms of food,” 

The figures of the volume of trade for earlier years can be found 
in Professor Bowley’s Memorandum (toe. cit,). Those for the 
years since 1900 (omitting the war years) are as follows in 
percentages of the volume in 1900 : 



Total net 
Imports. 

Food 

Imports. 1 

Total ihitish 
Exports. 

Jlanu factored 
Exports, 

J900 

loiro 

loo-o 

100*0 

100*0 

1901 

102-1 

102*4 

101*0 

100*8 

1902 

105-3 

103-2 

107-2 

107*1 

1903 

100-2 

106*9 

110-1 

109*8 

1904 

107-4 

107*5 

112-5 

111*4 

1905 

108*4 

101*3 

123-6 

123*6 

1900 

111-6 

108*0 

132*9 

131*5 

1907 

113*1 

107*5 

143*6 

140-9 

lOOS 

108-9 

106*3 

132*2 

127*1 

1909 

111-0 

105*2 

137*8 

131*7 

1910 

114-1 

105*3 

150*3 

145*7 

1911 

11.-6 

108*7 

155-7 

150*8 

1912 

i2(;-() 

109*3 

1G4-3 

158*7 

1913 

131-2 

11, >6 

170-8 

164*6 

1919 

118-1 

110*6 

93*8 

92*8 

1920 

115*0 

99*8 

121*1 

125*9 

1921 

90*4 

104*7 

85*1 

83*6 

1922 

113*5 

114*0 

117*7 

109*5 

1923 

(9 months) 

127*3 

130*8 

132*3 

121*4 


Broadly S23caking, the volume of our manufactured expui ts 
has gone back to what it was about twenty years previously. 
Meanwhile the volume of our food imi)orts has maintained a 
steady increase to a figure about 15 per cent, above what it was 
twenty years ago, roughly corresponding to the increase of 
population. 

Thus the improved prices of our manufactured exports, 
measured in terms of food imports, has compensated to a con- 
sidcrable extent, but by no means completely for the falling olT 
in volume. OlT-sctting the one thing against tlie other, our 
manufactured exports are now buying i/i the aggregate about 
12 per cent, less food stuffs than before the war.^ 

Looked at another way, since the war we have been asking 

' Triennial averages (e. j/. 1912 = averages of 1911, 1912, 1913) of amount of 
food imports purcliased by the aggregate of our manufactured exports (1012 = 100) : 


Pre-war. 


Post-war. 


1910 . . . 

89 

1920 . . . 

77 

1911 . . . 

95 

1921 . . . 

80 

1012 . . . 

100 

1022 . . . 

85 
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for our exports (in round figures) a real price (L e, in terms of food 
imports) 20 per cent, higher than before the war and have been 
selling 30 per cent, less in quantity. In the slump year 1921 
we were asking a real price 35 per cent, higher than in 1913 and 
were selling in volume 50 per cent. less. 

These figures suggest interesting reflections as to the elasticity 
of the world’s demand for our manufactures in terms of food stuffs. 
It looks on the face of it as though we are asking too much for 
our exports, and will have to ask less if wc arc to sell enough to 
pay for our necessary imports. But the post-war conditions 
of world markets are so materially different from pre-war con- 
ditions, that we cannot safely infer from the above figures by 
how much we shall liavc to lower our (real) prices for what w^e 
produce in order to find an outlet for a sufficient quantity of 
goods. We arc bound to hope — and have reasonable grounds 
to hope — that the demand for our goods is elastic, i. e. that if 
we lower our (real) price the demand will increase more, than in 
proportion. But I see no grounds for the expectation that we 
can obtain a (real) price a great deal higher (which we are 
asking at present) than the j^re-war price for the pre-war volume 
of sales. 

The following is an illustration of the way in which equilibrium 
might be restored. Food prices (in terms of money) might rise 
20 per cent., money wages might rise 10 per cent., other manu- 
facturing costs might be reduced (with a larger output and more 
efficienc}') sufficiently to compensate the rise of money w^ages, 
thus leaving the money -i)riee of manufactures unchanged;^ 
our real pi ice for manufactured exports would then have returned 
to its pre-war level and this might encourage a sufficient increase 
in their volume to absorb an important proportion of our unem- 
ployed. But it must be observed that in this illustration the 
result would have been achieved at the cost of a reduction in 
real wages. 

Arguments and figures such as I have been dealing with here 
can never do more than suggest conclusions, — they cannot prove 
them. But tlioy do certainly suggest — in the absence of other 
indications to the contrary — that we could maintain a higher 
standard of life if w^e had fewer to employ and to feed, and that 

' I havo no^^loctod throughout tho coat of the imported raw mat erials entering 
with our manufactured goods, because, so for as 1 can judge, I heir price has risen 
leas than tho price of tho manufactured goods ; so that if accurate account had 
been taken of this factor, my argument would not have been weakened. But 
this matter deserves a more exact examination than 1 have been able to give 
it in this article. 
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the more we have to force the volume of our trade (especially in 
existing conditions) the worse terms do we get. Numbers are 
already, if this is true, inimical to standards of life. 

One more table of the ratio of real interchange, looked at this 
time from the standpoint of the Now World, is worth giving. The 
Federal Reserve Board of the United States has published during 
the past year a monthly table of tlie price index of different 
classes of commodities as follow's : 


(1013 - 100.) 



Goods Goods 

Produced. Imported. 

Goods 1 Raw 
lOxported. ^Materials. 

Producors 

Goods. 

Consumers 

Goods. 

All Com 
moditios 

1922. 

July 

162 

128 

1 

10.5 1 

177 

143 

163 

106 

Oct. 

USX 

I3r» 

103 ' 

179 

150 

150 

105 

1923. 

Jan. 

102 

1.39 

1 

180 1 

182 

150 

156 

16.5 

April 

173 

ir)0 

180 

181 

109 

158 


May 

170 

1.35 

179 { 

170 

107 

158 

167 

June 

107 

148 

182 

171 

104 

157 

164 

July 

103 

141 

170 1 

103 

100 

165 

169 

Aug. 

163 

137 

100 ! 

102 

168 

167 

150 

Sept. 

1 107 

145 

170 j 

107 

160 

102 

103 


This table shows that of the tlircc classes of goods produced 
and consumed within the United States—raw materials, producers* 
goods and consumers’ goods—the increase of price since 1913 
has been greatest in raw materials, althougli the disparity 
has been diminishing lately. But the big divergence is between 
the price clianges in imported goods and those in exported goods. 
In order to pay for a given volume of imports the United States 
docs not have to export, it .seems, more than 80-85 per cent, of 
what it had to export before the war. In other words, tlio ratio 
of real interchange has moved some 15 per cent, in favour of the 
United States and against tJie rest of the world. ^ 

I do not wLsli at the present stage to draw any certain conclu- 
sions from the figures set forth in this section . But the indications 
are not optimistic. Sir W. Beveridge and I do not disagree about 
the disturbing possibilities of the present state of affairs. 

Ill 

Finally, I must emphasise strongly, what is perhaps obvious, — 
that conclusions as to the actual or impending over-population 
of the older countries do not stand or fall with the particular 

1 If wo corn|)iir.' ^ood'i imported with goods produced, tho change amounta 
to 10 per cent., wliicli might be tlio safer figure to tako. 
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point of detail here discussed. This is only one item in a vast 
field of evidence and argument. I complain, therefore, that Sir 
W. Beveridge should convey the impression that his criticisms, 
even if they were better founded than they arc, would dispose 
of Malthus' Devil. Sir W. Beveridge seems to speak with two 
voices. It is on grounds which are flimsy and inadequate 
to the magnitude and significance of the subject (if lie intends 
them to apply to the whole great issue) that he asserts : 
“ Mr. Keynes’ fears seem not merely unnecessary but baseless.” 
Yet the outside world lias not heard with the same distinctness 
the other voice, which says later on : “ The last thing I wish 
is to over-emphasise points of disagreement with Mr. Keynes. 

. . . Nothing that I have said discredits the fundamental principal 
of Malthus, reinforced as it can be by the teachings of modern 
science.” 

I offer Sir W. Beveridge the following few samples from the 
collections of the press-cutting agency, to show what the outside 
world thinks that he lias said : 

The Guardian. — '‘At the British Association Sir William 
Beveridge effectively laid the bogey and convinced most of 
us that there arc no grounds for Malthusian pessimism.” 

The Month : — “ The bogey of an overcrowded earth, first raise<i 
by the short-sighted ^Malthus, and eagerly exploited by 
eugenists as a means of overcoming tlic abhorrence with 
whicli all decent people regard abuse of the marriage function, 
was effectively laid by the Director of the London School 
of Economics. . . . Wc hope that our Government will 
follow, however belatedly, the example of France and 
America in making such publications (relating to contra- 
ceptives) a criminal ofl’ence.” 

The New Age : — “ No ; we really shall not be able to take !Malthus 
seriously until wc see people starving wdtli money in their 
pockets. . . . There is only one famine to fear ; and that is 
a money famine.” 

Daily Mail : — ” Sir William said there w^as no ground for Malthus- 
ian pessimism. Enormous areas of the world fit for culti- 
vation were not yet cultivated, and in other areas only the 
surface had been scratched.” 

Liverpool Pod : — “ It is surely obvious that the great and deplor- 
able mass of unemployment in the country at present has 
no direct connection with the number of the inhabitants.” 
Mr. C. F. G. Masterman (in numerous organs of the provincial 
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press) : — “ Sir William Beveridge, by the substitution of 
scientific investigation for theory, has blown into pieces the 
assertion that England is over-populated, or that Europe is 
over-populated, or that population is growing in excess of the 
development of food supply, or that the present unemploy- 
ment in this country is in any way due to over-population.** 
^ew Statesman : — “ TJiere is no evidence whatever of which wo 
are aware, or wlhcJi Mr. Keynes or any other MaltJuisian 
has yet produced, to show that those limits (to the number 
of human beings who can find ni(‘ans of sustaining life) arc 
being approached or arc even likely to bo approached for 
centuries to come. . . . Economic and statistical science 
offer no ground whatever for what Sir William calls ‘ Mal- 
thusian pessimism, . . . 8ir William Beveridge’s demonstra- 
tion that the ‘over-population * bogey is moonshine is a most 
valuable and timely piece of work.” 

Sir William Beveridge has given to ignorance and prejudice 
the shelter of his name. Can I not with these cuttings make him 
a little uneasy ? 

J. M. Keynes 



WOMEN’S WAGES IN RELATION TO ECONOMIC 
WELFARE 1 

A PRECEDING inquiry was directed to the question what 
relation between the wages of men and women is most conducive 
to production of wealth in the narrower sense of that term.^ In 
this sequel there is substituted for wealth a higher aim, economic 
welfare. Welfare is related to wealth as inward feeling to outward 
means. Economic welfare is distinguished from other lands of 
happiness in that it depends more on external means, enters 
easily into relation with the measuring rod of money, as Professor 
Pigou defines (ante, § 2).® As a property of this essential differ- 
ence it seems that propositions respecting economic welfare 
possess one characteristic of positive science, general consent, 
in a greater degree than beliefs concerning higher kinds of 
well-being. There is more agreement about the conditions of 
material prosperity than about the first principles of ethics and 
politics. 

A distinctive feature of welfare which especially concerns us 
here is the postulate that the satisfactions felt by different persons 
admit of comparison. It thus becomes possible to consider the 
aggregate economic welfare of a community as the sum of satis- 
factions enjoyed by the individual members. By the law of 
diminishing utility the addition of wealth to those who have 
already abundance tends to increase the aggregate welfare less 
than if the same amount of means were applied to the relief of 
pressing wants. Accordingly, if the wealth of a community is 
increased or diminished, the gain or loss of aggregate welfare 
depends not only on the amount of wealth added or subtracted, 
but also on the distribution of the benefits or privations among 
the members of the community. The negative case of this 
proposition forms the basis of a now generally accepted principle 
of taxation. If a given amount is to be raised by taxation, the 

* Read before Section F of the British Association, 1923. 

* Soo articlo on “ Equal Pay to Men and Women for Equal Work ” in the 
Economic Journal, Dooombor, 1922. 

■ Tho roferencos of this typo are to the previous articlo in the Economic 
Journal, December, 1922. 
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burden should be distributed camong the contributors in such 
wise that the aggregate sacrifice incurred may be a minimum.^ 

The only question is whether we should stop at the amount 
of revenue required for the public services, or whether taxation 
sliould l)C applied beyond this limit for the express purpose of 
equalising incomes. There arc those who think that such equal- 
isation would bo tlieorctieally per se desirable, and are deterred 
only by the consideration that production would be discouraged. 
It is as if a force tending to cause movement in a certain direction 
is held in check by an opposite force. Then, if thc^ counteracting 
force is lessened, the ever-present tendency will spring into action. 
Upon this principle it was forcibly cargued in the year 1916 that 
the burden of ‘‘ special taxes levied on an exceptional occasion 
for the purpose of financing an unprecedented war ” should be 
distributed with less regard than usual to counteracting con- 
siderations.- 

Similar statements would hold good if taxes consisted of 
services exacted for the benefit of the State. For the analogy 
between taxation and corr>ce is very close. Quite philosoi)hically 
the taxes collected for the kings of ancient Egypt rvere named 
“ labour.” ® So on the supposition that imposts were exacted in 
the form of work, as pointed out by Sir Josiah Stamp, more would 
be expected from the more powerful man.^ Prima facie the prin- 
ciple should be applicable, beyond the si^herc of public services, 
to the distribution of labour and remuneration in general. It 
would seem to follow that if one class is less capable of work than 
another, but equally capable of enjoyment, the former class shall 
do less work, but enjoy equal remuneration. But of course such 
an arrangement would be impracticable. The numbers of the 
less capable class would increase to the detriment of production. 
The survival of the inefficient would be encouraged. These 
results would not equally follow if the privileged class consisted 
of the weaker sox. Prima facie the case would resemble one just 
now instanced in that first principles spring into action, counter- 
acting considerations being withdrawn. It would seem to be 
opportune to discuss and apply a problem which Mr. and 

^ Cp. Carman : “ jUiniiim aggregate .sacri/ico in the long run is tlio principJo 
which all good ministers of finance and Parliament endeavour to Iho best of their 
abilities (often poor) to adopt. Under its ample folds equity, ability, benefit, 
and all other good tilings drop into their proper places.” — Economic Jotjrnai., 
1921, p. 3o0. 

* Pigou, Economy and Finance of the War, referred to in the Economic 
Journal, 1910, p. 227. 

® Breasted, History of Ancient Egypt. 

* FundamcnUiI Principiea of Taxation, If) If), p. 8. 
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Mrs. Webb cite as interesting.^ Whereas on a certain slave 
plantation equal tasks were imposed on men and women, the 
latter accordingly, in consequence of their comparative weak- 
ness, suffering much more fatigue; supposing the employer 
to insist only on a certain quantity of work being done, and 
to leave the distril)iilion of the l)urden to the philanthropist, 
what would be tlie most beneficent arrangement ? 2 But a 
regime so socialistic is not here contemplated. It is supposed 
that the forces of competition can only be slightly modified 
by combination. It is not i)roposed to defy the ruling of 
competition. But, as pointed out before (antey § 10), the 
determinations effected by comjictition are often not minutely 
graduated. It is as if tlie integer.^ of economic quantities that 
are in dispute were determined by the play of competition; 
while the fractions arc left to be settled by collective bargaining 
and utilitarian considerations {antey § 10). Even as regards the 
integers, if one or two units are changed in the interest of one 
set of workers, no appreciable economic loss to the community is 


> luduftfn’al Democracy y p. 505, ed. 1902. 

* Let X bo tho amount of work to be done by tho nvernge man, and x tho 
corresponding task of tho woman; where X + a; is given, Iho numbers of the 
sexes being auppoacd equal. Let F{X) represent the disutility experienced by 
tho average man doing the amount of work denoted by X ; whore F'(X) and 
F"{X) are botli continually positive. And let /(.r) likewise represent tlie analogous 
subjective quantity for the woman. Tlam tho sum-total of disutility, F{X) -}- 
/(.r) is to be a minimum ; subject to the condition that X -f- x — constant. Whence 
F\X) — f'{.r). Now’ let it be granted that for any quantity z (of tlio order of 
the quantities X and x with which we have to do), /(-)'> F{z)y and also {f{z) — 
/’(-) continually increasing) f'{^)>F'{z). Then wlien F'{X) = f'{x), X must 
be greater than x. 

To adapt this reasoning to the distribution of work and produce in an ideal 
community regulated according to utilitarian (or as some may jjrefer to say, 
socialistic) principles ; let X denote the amount of goods produced by the average 
man — amount measured in money or some even more appropriate index; and 
let H be tho portion of goods assigned for his consumption. Let the corre- 
sponding quantities for women bo x and Then, if N is tho number of tho men, 
n. of the w'omen, NX -i- 7ix ~ A’H + Lot F{X) be tho disutility accruing 
to tho man from tho production of X ; and let/(.i’) bo tho corresponding expression 
for tho woman w’orker. Also h.'t (H) be tho satisfaction accruing to tho average 
man from tho consumption of goods amounting to H 4*" <0) and let tho 

corresponding expression for tho women bo <p (f). There is then to bo maximised 
the sum-total of welfare iV4»((H) — F{X)) f n{(ff{^) —/(•»'); subject to the conditiofi 
Xh + - NX -I- nx. Whence F'{X) =f'{x) -= 4»'(H) - <p'Uh Now let it 
be granted that, as before, for any quantity z (of tho order of tho quant ities with 
which we have to do) f{z)>F'{z ) ; while there is no corresponding datum with 
respect to tho quantities and functions designated by the Greek symbols. Then 
it follows, ns before, that X shall be greater than x. It does not follow that 
H (tho man’s portion of goods) should be greater than (tho woman’s) it being 
understood that thoro is not deducted from H ony special charge for the support 
of families (or other public purpose). 
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to be apprehended. For the economic equilibrium which is 
determined by competition may be considered as realising the 
maximum of advantage (attainable in the existing state of things). 
So by the theory of maxima a slight modification of the arrange- 
ments which secure maximum advantage will be attended with 
only a very slight diminution of the total advantage (ante^ § 8). 
There would not be an appreciable loss in gldboy but a transference 
conducive to economic welfare. 

But the gain to the women-workers would not always involve 
an equal loss to the men. For many of the concessions demanded 
would consist of increased facilities for work; and so would 
result in an increase of the wealth to be distributed {antCy § 19). 
The war has shown that there is much room for improvement in 
this direction. We read of “ processes w'hich by some reorganisa- 
tion, or the introduction of labour-saving appliances, could be 
made suitable for them (women). The difiiculty of emplo 3 dng 
women on heavy work may often be got over by mechanical 
means — “ lifting tackle, trolleys, runways for bogies, lighter tools 
and trucks,’’ and so on. “ There would appear to be a fairly 
large new field of possible activity for women.” ^ Arrangements 
to suit those who cannot work many hours may be foreseen. 
The removal of hindrances to the entrance of employments and 
to the training required for their exercise has already been claimed 
as conducive to wealth (antey § 9). On the ground of economic 
welfare it is now further demanded that women-workers should 
at least have the benefit of any doubt that may arise with regard 
to the apportionment of industries between the sexes [antCy § 12) 
If in effect, however masked by the wording of awards and 
agreements, there comes in an element of chance in detcrmimi 
tions about work and wages — as Dido apportioned the labour of 
her workpeople not simply by just partition, but also by draw ing 
lots ^ — let us weight the chances somewhat in favour of the 
weaker sex. 

These concessions may be demanded and granted without 
indulging the fantastic sentiments of Don Quixote, without 
accepting Michelet’s old-fashioned objection to the cm, loymoiif 
of women in industry : ” L’ouvri^re mot impie et sordidc ! ” ® 
There would be demanded only a little more than Francis Walker 


^ Memorandurn on Substitution of Women in Non-Munition Factories, Homo 
Oflice, 1910. 


* “ Operumque Inborem 
Partibus soquabat justis, aut sorte trahebat.” 

^neidy 1, 507-8. 


* La FemmCy ch. 2. 
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claims in his eminently sane observations upon women’s wages.^ 
Impressed with the advantages of free competition he demands 
“ mobility ” for women-workers, free access to the labour market 
to which they have been driven by the changed conditions of 
production. 

Walker enforces this claim by appealing to the well-known 
chivalry of American men. And certainly if chivalry in the 
general sense of knightly virtue has been shown by another great 
economist to be compatible with modern industry,^ why whould 
not this be true also of chivalry in that special sense w^iich was 
the crown and glory of tho knightly character ? Yet here appeal 
is not made to so refined a motive. For economic welfare is 
considered as depending on characteristics of human nature that 
are very general, almost as universal — and so nearly as 
amenable to scientific treatment — as the motives commonly 
ascribed to the “ economic man.” It is hardly consistent with 
this definition to include a sentiment which is far from universal, 
not common to the Eastern or the ancient civilisations. To 
secure the validity of our conclusions there is not postulated any 
particular code of manners and customs. It is not necessary to 
dispute the views of Mr. Belfort Bax, who in his unpleasant 
book, Frauds of Feminism, complains that “ women are iniqui- 
tously privileged at the expense of men ” ; denounces tho rule of 
the sea, that the women should have priority of exit from a 
sinking ship, as an abominable ])iece of sex favouritism,” which 
“ cries aloud in its irrational injustice.” Nor, on the other hand, 
need wc accept tho Comtist doctrine that female relatives have a 
claim to be supported by the men of their household on the 
analogy of priests and magistrates maintained by those for 
whom their lives are devoted.” ^ Ihe j)remises of our argument 
are more general, containing moie of tlie quod semper, quod 
ubique; such as the laws of diminishing utility and increasing 
fatigue, the fact of unequal capacities — dilTerenccs in the relation 
between work done and fatigue felt. 

Nevertheless it is not irrelevant to tho argument that its 
practical conclusions arc in harmony with the manners of 
Christendom. If most Englishmen and many other men regard 
as detestable ox)inions of the kind professed by Belfort Bax, this 
is a fact favourable to the application of our reasoning. Consider 

^ The Wages Question, p. 381 and context. 

* Marshall, “ The Social Possibilities of Economic Chivalry,” Economic 
Journal, Yol. XVII (1007). 

■ Cp. Frederic Harrison, EeaUim and Ideals* 
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the opinion of a late Lord Chancellor which Mr. Bax quotes with 
disapprobation, the dictum that “ our laws taken as a whole are 
more merciful to women than to men, and arc more mercifully 
administered.” If this discrimination is genei-ally approved, there 
may be presumed a predisposition to admit a similar discrimina- 
tion with respect to the laws of political econom^y. But the 
tendency is held in check by the sui)poscd rigidity of those laws, 
by the conception of competition as necessary and beneficent. 
It is, therefore, not without consequence to point out that some 
discrimination of the slight yet appreciable degree which is 
admitted in the sphere of law is possible in the sphere of industry. 
The supposed predisposition would secure a response to Walker’s 
appeal for the removal of ol)struciions. It would secure altention 
to the subtler arguments which arc based on the ‘‘elasticity 
of the demand for labour ” and the nature of economic equilibrium 
(ante, § 19 and § 8). 'J’herc would at least be rendered more 
gentle that jostle of competition from which Frederic Harrison 
apprehended that ‘‘ the great majority of men and women would 
sink into the relative position of big and little boys at school.” ^ 
AVhy should not the relation be, rather, like that of the young 
jnen and maidens at our Universities who compete in work 
tested by examinations without being related as fag and bully 
Slay not Competition in industry, tempered by Combination 
(ante, § 10) work equally smoothly? Altogether, under the 
favourable conditions supposed -the action of reason quickened 
by a predisposing sentiment- the jmrsnit of economic wel- 
fare may avert the r(*proach conveyed in Burke’s tremendous 
words : “ The age of chivalry is gone. That of sophisters, 
economists, and calculators has succeeded; and the glory of 
Europe is extinguished for cver.”^ Bather, the economists, if 
aiming at economic welfare, the sophisters and calculators, if so 
named because, in accordance with the utilitarian philosophy, 
they seek to calculate the course that is conducive to the 
greatest quantity of happiness, will cultivate a certain species 
of chivalry, wanting, it may be, the glory of the older virtue, 
but still a precious clement of civilisation. It might not be 
so dearly prized as its romantic prototype by those \vho form its 
object, in benefiting whom consists its virtue; but the benefit 
would be more widely diffused, less confined to aristocratic circles. 

The concessions now advised on the ground of economic 
welfare, unlike those before admitted (anie, § 16 ef seq,), are not 
based on the incidents of family life. The fresh considerations, 
* Op. cil. 2 Rf flections on the French Revolution, 
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however, do not contravene those admissions; the concessions 
advocated, not being on such a scale as seriously to alter the 
balance between the wage of spinsters and that of married 
men to tlie detriment of families. 

In this part of the subject not only is the present sequel in 
keeping with, but it also lends support to, the preceding 
argument. It will be remembered that the presumption 
in favour of equal pay to men and women encountered the 
objection that the bulk of men arc subject to a charge from 
which the bulk of women are exempt, the support of families 
(rtwtc, §§ 16-18). This circumstance much weakens the force of 
api^cals to the justice which is inherent in laissez-faire, the “ system 
of natural liberty.” ^ The case for equal pay is not so strong as it 
has been represented by ardent champions of woman’s rights, 
Olive Schreiner for example in passages like the following : “The 
fact that for equal work equally well performed by a man and a 
w Oman it is ordained that tlie woman on the ground of her sex 
alone shall receive a less recompense is the nearest approach to 
a wilful and unqualified ‘ wrong ’ in the whole relations of women 
to Society to-day. . . . That males of enlightenment and equity 
can for an hour tolerate the existence of this inequality has seemed 
to me always incomprehensible.” ^ There is certainly a “ wrong ” 
of the kind which consists in the infraction of laissez-faire. 
But it is not “ unqualified ” in so far as it is calculated to correct 
another sort of wrong. If with equal pay for equal work one 
of the parties is to be subject to unequal deductions from his 
pay ; it seems not unreasonable tliat the said party should have 
some advantage in the Labour Market [ante, § 18 par 1). More- 
over, those barriers against the entrance of women workers into 
certain occupations which arc the main cause of different remuner- 
ation for the same effort appear to subserve the purpose of 
preventing the debacle, ultimately ruinous alike to wealth and 
family life, which the hasty substitution of low’-paid female 
operatives for well-paid men threatens to bring about [ante, § 5). 
Accordingly the case for unrestricted competition, without any 
provision for the endowment of families, is not so strong as it 
has been represented by advocates of equal pay. Even with 
such provision as recommended in the preceding article the 
case is not so strong but that it may be strengthened by the 
considerations adduced in the sequel. The man who is hesitating 
between the older policy of exclusion and greater freedom of 
competition (safe-guarded by subsidy to families) is exhorted 

* Wealth of Nations, Book IV. * Introduction, p. 24. 
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to give the benefit of the doubt to the course which makes for 
the higher remuneration and larger independence of the woman 
worker. To thwart her wishes and degrade her status would 
not be consistent with economic chivalry. 

Altogether these considerations are calculated to strengthen 
the reasons before given for some sort of subsidy to mothers 
of families, whether on the part of the State or of unmarried 
fellow^-w^orkmcii {ante^ § 21). Such are the institution of family 
allocations w Inch, as described in the publications of the Family 
Endowment Council, are coming into vogue in France and other 
countries; and the kindred German arrangements which are 
described by Dr. Heimann in this issue of the Economic Journal.^ 
If there could be a doubt whether, in case of a money subsidy 
being granted, it should be paid into the hands of the mother, 
the preceding considerations would be decisive in her favour. 

But while the arguments in favour of family endowment are 
strengthened, the objections to its injudicious use are nowise 
weakened. The reader is requested to consider carefully the 
long list of disadvantages and dangers enumerated in the pre- 
ceding paper (an/e, § 20). It is true that all those objections 
would not attend all schemes of State support. In particular 
the evil effects on the future of population are not to be 
attributed to all such schemes. Thus Professor Pearson 
in his original and outspoken Ethic of Free Thought^ wdiile 
recommending the support of mothers by the State or Commune, 
seems only to guarantee that support in case of births sanctioned 
by the authorities.^ Mr. H. G. Wells, too, accompanies his 
drastic provisions for the State support of mothers with State 
regulation of births.® But it may be doubted whether this 
platonic regulation will in practice be embodied in schemes for 
the endowment of motherhood. Consideration for the quantity 
and quality of population cannot be counted on. Nor, even 
if it could be, would it secure the wealth and welfare of a 
people dependent on the State for the support of families. 
It is a fearfully rash assumption that, because each man now 
generally works hard for the sake of his own wife and children, 
all men will work equally hard for all wives and children 
collectively. 

The danger of this assumption is by no means confined to the 

' p. 509 below. Cp. Douglas on “ The Project of Child-Endowment in 
Australia,*’ Quarterly Journal o] Economice, August, 1923. See also Heme de 
Travail, Belgium, May, 1923. 

* Op. cit., p. 443 et eeq., od. 1. 


* SodaUem and the Family, 
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common Socialist intent upon material gains. The main facts of 
life are even more easily forgotten by the idealist. The Swedish 
sentimentalist, Ellen Key, for instance, expects that when a 
“ profounder culture ’* becomes prevalent “ it will seem as 
natural for society to maintain its women as it was natural to 
maintain its army and navy.” They will receive a “subsidy 
from the community for the bringing up of children,” “ the 
economic appreciation of her (their) domestic work.” They will 
thus be free to cultivate a “ soulful sensuousness or sensuous 
soulfulness ” ; in accordance with “ a new morality.” ^ Naturally 
conditions of wealth and economic welfare are not considered by 
reformers intent upon some object of a higher or at least a 
different order. The greatest of sueh innovators has characterised 
his proposal in terms which may bo cited as quaintly expressing 
the spirit in which the economist at least should not approach 
such matters. Milton, when, galled by the yoke of an ill-assorted 
marriage, he proposed as a remedy for marital troubles freedom 
of divorce, thns reflected complacently on that proposal : “I 
doubt not but with one gentle stroking to wipe away ten thousand 
tears out of the life of man.” ^ But the economist, remembering 
how often the appearance of easy remedies for human ills, in his 
sphere at least, has proved deceptive, will not expect much from 
a stroke, gentle or violent, intended to revolutionise established 
institutions which have worked well for the production of wealth 
and economic welfare. The only reforms of such institutions 
which the economist can approve are tentative and gradual. 

^ Love, and Ethicdi p. 54, Lore and Marriage^ p. 20, ch. xi. Cp. 2'he Woman 
Worker, ch. vi. 

* Doctrine and Discipline of Divorce, second edition. 

F. Y. Edgeworth 
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RI SSIA'S CURRENT .MONETARY PROJiLEMS 

The monetary j^olicy of the Soviet Government during the 
;io-callcd period of militant Communism,” that is, up to the 
spring of was mainly determined by the straightforward 

application of the extreme JMarxian doctrine, which looked upon 
money as the most subtle instrument of exploitation in the 
hands of the capitalists. In accordance with this theoretical 
view, the Soviet Government originally aimed at the complete 
abolition of monc}* in the generally acce])ted sense of this term, 
and at the inlrodiictioii in its stead of the “labour standard,” 
in strict conforniit}^ to tlie Marxian theory of value. Under this 
system, values would be measured in units of working time of a 
given intensity, on the basis of elaborate reduction formiila% and 
the actual onrrcncy would consist of notes or certificates repre- 
senting a certain amount of work done by the liolder in terms of 
“ labour units ” called “ treds,” and entitling him to an ecpii valent 
in other people’s products. In its essence the scheme was not a 
new one in the history of Socialism, and to the English mind il is 
certain to recall the short-lived “ labour notes ” commonly 
associated with the name of Robert Owen. Jii 11)10 and 1020 
attempts were even made to introduce tlic “ labour standard ” 
into j)ractiee, but, not unnaturally, they ])r()ved an utter failure 
and were abandoned in the experimental stage. So long, how- 
ever, as these ideas were adJiered to, tlie actu.il cuiTe?)(*y was 
looked upon as doomed to destruction, and its rapid depreciation, 
far .*'rom caiising a])prehensiun among the (‘ommunist leaders, 
v.-as rather welcomed by them, since it brought jibout the final 
extinction of v.hat v/as still loft of tlie former capitalists’ wealth 
and power. 

The value of tlu^ paper rouble was, indeed, falling very rapidly 
throughout this period, under the combined pressure of inflation, 
on the one liaiid, and of the gro>ving scarcity of goods on the 
market, on the other. Having heavily burdened its Budget with 
improdiiciive nationalised industries and assumed tlic enormous 
coniniil incuts involved in a thorough-going system of eiatisme, 
iJic Soviet Government, even apart from all theoretical considera- 
tions urging it to destroy the existing currency, was actually unable 
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to check inflation. The latter, had it not been for the recent 
developments in Germany, would certainly have had no parallel 
in the whole history of the world. 

The attempts to implant Communism in Russia having brought 
about a heavy fall in the output of all branches of production and 
all 2 )rivate trade having been prohibited, the demand of the 
market for media of exchange decreased enormously. The 
result was tliat the decline in the purchasing power of the rouble 
proceeded at a much faster rate than the increase in the amount 
of money in circulation. Accordingly, while the total stock of 
I)aper roubles in circulation was growing, its real value as expressed 
in its actual purchasing power, was raindly decreasing. Reduced 
to pre-w'ar roubles by means of index-numbers of 2 ^riccs, it varied 
approximately as follows : ^ 


Date. 

X»»tos ill C'iivulatioii | 
iu millions of paper 
rouIiK’s. 

Roal value' of tho total 
stock in millions of 
[)rc-war roublos. 

January I, 1913 . 

2;,:n2 

1,177 

„ 1919 .... 

(» 1,294 

2()0 

„ 1920 .... 

22ri,oH) 

Go 

„ 1921 .... 

IJf5.s,ono 

44 


Tiiese calculations, made [)y (he rnslitiite for the Study of the 
^larkc^t, attaclied to the Commissariat of Finance, though they 
do not in’etend at anything like absolute* accurae}', arc, however, 
suffieient to sliow the extent to wlncli (lie eeonomie activities of 
the country were reduced and her curivncv depreciated. Fresh 
issues of notes under such conditions could no more be used as a 
means of meeting the expenditure of the State. 

I’lie utter fa.iliire of the alfempt to elf*'et the ininiedicdc 
reorganisation of the whole soei-.l and eeonoiuic system of Russia 
on CJommunistic principles was recognised ])y the Soviet Govern- 
ment ill tlic beginning of the year 1921, l)y which time it became 
absolutely clear that tlie imljey has got to be clianged so as to 
lierinit jirodiictioii to bo res((jred and new soureCvS of revenue 
created. 

It is beyond the scojic of this article to describe the measures 
wdiich came to be known as the New Economic rolicy of the 
Soviet Government, but a brief outline of them sliould be given in 
order to make some of the aspects of the subject jicrfectly clear. 

' Quoted from Prof. S. Prokopovitch, “ Tlio New Economic Polic 5 %’' in the 
EcommUchesky Veatnik^ N. 1, 1923. 
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The assessments and requisitions of farm produce, which 
proved disastrous to cultivation, were abolished and a fixed food 
tax introduced instead, the peasants being permitted to dispose 
of the available surplus on the market. This necessarily involved 
the authorisation of private trade and thus opened the door to 
private enterprise. Permission to form private trading and 
industrial concerns soon followed, and certain hitherto nationalised 
factories, works and mines were offered for private exploitation 
in the form of leases and concessions. As a result of these 
measures, the Budget, on the one hand, was unburdened of the 
dead weight of some of the nationalised concerns, while, at the 
same time, a reduction in expenditure was achieved by a drastic 
curtailment of the staffs of Government institutions. On the 
other hand, by reintroducing bolh diivct and indirect taxation 
it was hoped to increase the revenue as a result of the revival of 
enterprise. Thus, the New Economic Policy signified an important 
change and involved certain concessions to Capitalism as repre- 
sented by private enterprise. Those concerns which remained 
under the direct control of the State were also thoroughly re- 
organised. The Government, representing the Communist State, 
reserved to itself the absolute control of the key-industries and of 
the most important concerns in many secondary branches of 
production, as well as of the railw^ays and of foreign trade, thus 
assuring for itself the commanding positions in the economic 
system of Russia. These branches were also reorganised on what 
was referred to as “ commercial principles by combining the 
nationalised concerns into State trusts managed by appointed 
boards of directors and handing over their profits to the State. 
State trusts were permitted, while working partly on Govern- 
ment orders, to dispose of the rest of their production on the 
market. 

Thus the whole organisation assumed the outward semblance of 
capitalistic conditions, while, within a limited sphere, it permilted 
genuine private initiative to be exercised. Communistic principles 
however, were adhered to in so far as the control by the Govern- 
ment of the key-industries and, through them, of the whole 
economic situation, was concerned. 

An important feature of tho New Economic Policy in its 
financial aspect was the return to the Budget system in State 
finance, wdiich had been in abeyance throughout the period of 
militant Communism. 

All these changes necessitated the restoration of stable currency 
and of credit facilities. Should the currency be permitted to 
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remain in its disorganised condition and should no new credit 
establishments be founded instead of those liquidated in 1918, all 
attempts to restore production and trade, to revive j^rivate enter- 
prise, to collect taxes in money, to draw and to carry out Budget 
Estimates and, last but not least, to attract foreign capital to 
Russia, would certainly have been doomed to failure. On having 
engaged itself on this path, the Soviet Government was, accord- 
ingly, faced with the necessity of seriously tackling the difficult 
problem of the reconstruction of the currency and of the credit 
system of Russia. 

Up to the end of 1921, however, the position in this respect 
remained unchanged. Industry and trade were left to thrive as 
best they could on rapidly inflated currency and without any 
credit facilities at their disposal. 

The end of the yesiv 1921 was marked by the first important 
step in the direction of reconstructing both these essential factors 
of economic activities. This step was the foundation, by the 
Decree of October 11th, 1921, of a new State Bank. Article 1 of 
the Statute of the Bank provided that, besides its other functions 
as a credit establishment, it was “ called upon to concentrate 
under its control all monetary transactions and to carry out other 
measures aimed at the re-establishment of a regular system of 
currency.” At the outset, however, the Bank started only on 
general banking business, while the reform of currency was 
relegated to the future and was actually begun only a year 
later. 

Meanwhile the Government did also practically nothing to 
improve the currency, except that it made a change in the unit 
of account, called for by the extreme depreciation of the rouble. 
The change consisted in tlie introduction of the so-callcd “ rouble 
of the 1922 pattern,” equivalent to 10,000 roubles in notes of all 
previous issues. The change was merely a matter of convenience 
in reckoning and printing and involved no modifications in the 
principles on which the actual issue was based. In the course of 
the year the new notes, in their turn, were inflated to such an 
extent that they had to be again replaced by a fresh issue of 
“ roubles of the 1923 pattern,” equivalent to 100 roubles in 1922 
notes. Notes of the previous issues also remained in circulation. 

The progress of inflation during the year 1922 and part of 
1923 is shown in the following table : ^ 

^ Figures for 1922 taken from tho official Kconomitcheskoie Obozreniet N. 2, 
Moscow, 192.3, p. 77. Those for 1923 from the Economitchesky Veatnikt N. 2, 
p. 236, and from returns in tho Soviet Press. 
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Notes in Circulation, in Millions of “ 1923 *’ Roubles : 


January 1, 10‘V’ 

ii-n 

Rccembcr 1, 1922 . 

. . 1584-2 

February ,, . . . 

.30-1 

January 1, 1923 . 

. . 1994-5 

March ,, ... 

48-4 

February „ 

. . 2620-2 

April ,, . . . 

81-2 

March ,, 

. . 3236-6 

May ,, ... 

127-9 

April „ 

. . 4482-7 

Juno .. ... 

21 .3-0 

Jilay 

. . C076-0 

July „ . . . 

320-5 

Juno ,, 

7,051-5 

August .. ... 

474-8 

July 

9,032-4 

September ,, . . . 

G9G-1 

August ,, 

. 12,456-6 

October ,, . . 

913-7 

September ,, 

. 15,193-0 

November „ 

1247-8 

October „ 

. 19,341-0 

This is not surprising, 

since 

the Budget deficit for tho first half 

of the current financial year reached 57*2 per cent. 

of the total, 

and that for tho second half it 

is officially estimated at over one- 


half of the expenditure to be incurred.^ 

The depreciation of the rouble, although its rapidity was 
checked somewhat by the revival of trade and the reappearance 
of some merchandise on the market, was still proceeding by great 
strides, witli the result tliat business had to be done without 
anything resembling a stable unit on which calculations could be 
based. The inconvenience i?nolved in the absence of a stable 
standard of value is v/oll illustraUcl by the experience of the State 
Bank during the lirst year of its work. 

As originally cojislilutcd, the Stade Bank possessed a capital 
of 2,000,000 million Soviet roubles, and the whole of its business, 
which mainly consistcal of loans «and advances to concerns and 
included almost no deposits or other liabilities to the public, was 
done in terms of »Sovict currcnc-y. »ShouId tho Bank deal in 
roubles at their face value, as with ordinary money, it would very 
soon have had to draw its shutters, since both its capital and its 
assets would have been reduced to nothing. To avoid losses it 
had, accordingly, to adapt itself to tJio continuous depreciation ol 
tJie rouble. Even an extremely high rale of discount and advances, 
which was originally fixed at 8 to 12 per cent, per month, was iioo 
effective in preventing losses and had to be supplemented by o1 lief 
devices. As a result, the Bank dcvclo 2 :)cd the i)racticc of trading 
02 )crations and of financial jjarlicipation in concerns, wbicli 
transactions, strictly spcaldng, are outside the scoi)c of innvly 
banking business. ^ 

The position of business concerns was also made extremely 
difficult by the absence of a stable monetary unit. In fact tliey 

^ Q.v. Ecoyiomllchcuhj Vestnik, N. 2, p. 234. 

" (i-V. Prof. A. MamiiloiT, “ Tho Capital of tho State Rank and tho D(?prccia- 
lion of tho lloublo,” and Prof. Z. Katzonelonbaum, “ The Probloma of tlio State 
Rank *’ in the Problems of Banking Policy^ publiHhed by tho Stato Bank, Moacov, 
1922. 
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were scarcely able, at the close of the first year of their operations, 
to find out whether they had actually gained or lost. One of 
the most striking examples of such uncertainty mentioned in the 
Press was that of a large Moscow textile combine, the Mossovlcno^ 
which has tried to draw its Profit and Loss account in three 
different ways without arriving at definite results.^ The matter 
was finally referred to a committee of expert accountants, but the 
experts’ opinion was also inconclusive. 

Practically the same was the position of the Government witli 
regard to the drawing up of its Budget Estimates : then' was no 
unit in which to make the necessary calculations. 

Attempts have been made to supply tJiis deficiency by inlro- 
ducing a theoretical unit in wliicli values could ))o ex()ressed 
irrespective of the llueLuations in the actual currency. The 
principle and the methods used in arriving at this theoretical unit 
were essentially the same as those recently used in Germany in 
reducing prices and wages to “ gold ” marks. dividing the 
current prices by the iiidex-iiumher referred to 1913 prices as 
basis, coefllcuent.s wore obtained for the reduction of present values 
in terms of Soviet riuibles to what was called the “ ])re-war 
rouble,” “commodity rouble’' and many other names, but was 
essentially based on the same ])rinciple. The inadequacy of thU 
eonventional standard is evident, since, l.)(*ing based on index- 
numbers of prices, it eaniiot be more than a very rough approxi 
maiion and entirely depends on the particular series used in its 
caleulation. As averages of samples, index-numbers are generally 
subject to a large margin of error when applied to a particular 
case. They are especially unsatisfactory in this respect in Russia, 
under her present conditions whicli cause price variations to be 
extremely wide not only in time but in space also, I he latter owing 
to tlic disorganisation of tmiisport and the consequent isolation 
of local markets. Failing a better standard, the theoretical 
rouble has, however, boon widely used in calculations, including 
the Budget Estimates. While it was so used, its inadequacy 
t(‘nded to emphasise the necessity of finding a dilTerent solution 
of the problem of a provisional standard of value, which would 
servo the needs of business j)ciiding the complete reconstruction 
of the curronc 3 \ It was thought tJiat this solution lay in the 
introduction of some real unit, based on the gold standard, 
which, being issued into circulation along with the Soviet rouble 
in accordance with the principles generally governing the issue 
of bank-notes, would find its real value in the market. This was 
* Q.v. Kconomitcheakaia /Akizn^ November 26, 1922. 
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precisely the consider«ation which determined the monetary 
policy of the Soviet Government after the foundation of the State 
Bank. 

The idea of the introduction into circulation, along with the 
Soviet rouble, of some sort of bank-notes which, being based on 
the gold standard and effectively secured against depreciation, 
should eventually become the foundation of the new monetary 
system, dates from the establishment of the State Bank in 1921.^ 
That some kind of transitional unit was necessary to permit 
Russia to tide over the difficulties of the initial period of her 
reconstruction was evident, since the general conditions of the 
country permitted neither the spont aneous transition of the market 
to metallic money, as was the case with France at the close of 
the Revolution, nor the stabilisation and eventual devaluation of 
the paper rouble. The reform had to be carried out in stages in 
any case, but it could bo effected in one of the two following 
ways : either ])y the issue of special bank-notes into active 
circulation, or by the creation of a “ banking ** unit, which would 
be quoted in roubles and would possess a gold par, thus, on the 
one hand, bridging the gap between the paper rouble and foreign 
currencies and, on the other, preparing the basis for the future 
reform. The Soviet Government decided to adopt the first of 
these two courses.^ 

The idea of the transitional unit took definite shape and found 
practical application in the issue by the State Bank of tchervonetz 
bank-notes, in virtue of the decree of October 11th, 1922. 

This decree authorised the issue by the State Bank of bank- 
notes in terms of a new unit — ^the gold tchervontiz — equivalent to 
the old ten roubles gold coin. The notes were to be covered by a 
reserve consisting to the extent of at least 25 per cent, of precious 
metals (not necessarily gold) and of stable foreign currencies in 
natura, or of drafts in such currencies ; the balance of 75 per cent, 
could be covered by approved bills and documentary credits. 
Strict provisions were included to safeguard the bank-note again.st 
possible attempts on the part of the fisc to make abuse of its issue. 
Provisionally, pending the establishment of more favourable 

^ Q.v. V. Tarnovsky in Prohlcma of Bunkiug Policy. 

* In view of the dangers involved in the adoption of tho first of these two 
courses, the second was suggested and elaborated by tho present writer, in an 
article on “ The Problem of Currency Reconstruction in Russia,” published in 
tho Russian Economist in 1921. Tho scheme there suggested, however, was 
absolutely incompatible with the State monopoly of foreign trade, to which 
tho Soviet Government still adheres os to one of its ‘‘ commanding positions,” 
and was entirely based on the proposition of a return to competitive conditions 
in the whole economic system of Russia. 
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conditions, the convertibility of the notes was, however, suspended. 
This was, certainly, unavoidable, seeing that the balance of trade 
was heavily adverse to Russia. Should convertibility bo intro- 
duced under such conditions, the Bank would, naturally, have 
been quickly drained of its reserve, and the whole scheme would 
have collapsed. 

The first issue of tchervonetz bank-notes was made in November 
1922, and its further progress is recorded in the returns published 
by the Issue Department of the State Bank on the 1st and 161h 
of each month. Rates at which the tchervonetz is quoted in Soviet 
roubles, as well as its rates of exchange against the principal 
foreign currencies dealt in on the Russian market, are published 
daily in the Press. 

The following is the return of the Issue Department published 
on November 1st, 1923 : 


Assets : 


Ukturn ok tiik Issue Department ok the State Bank 
ON November 1st, 11)23. 


1. Metallic reserve : 

(A) (lold coins and bullion 

(B) Silver coins and bullion 

2. Foreign bank-notes 

3. Foreign drafts .... 

4. Tchervonetz bills discounted 
6. Documentary credits 


8,093,707*7 tchervonetz 
.2,99.*1 
4,00 ,905*1 
400,772*8 
7,790,10. *.3 
4,508,4500 


Total assets 


26,01)0, 000*0 tchervonetz 


Liabilities : 

1. Notes issued to the Banking Department . 25,450.000*0 tchervonetz 

2. Unused margin of the fiduciary issue . . 150,0(»0*0 „ 

Total liabilities 26,000,000*0 tchervonetz 

It is seen from the examination of this return, that in so far 
as the metallic and quasi-metallic part of the reserve is concerned, 
it amounts to over 50 per cent, of the total lialnlity on the notes 
and is, thus, far in excess of the statutory ratio. Yet, t he position 
of the tchervonetz bank-note is now, apparently, causing some 
anxiety in financial and business circles in Rus.sia, the develop- 
ments with regard to it having taken a d(*eidedly unfavourable 
turn. It appears tliat events are follo^Aing a course Mhich an 
analysis of the economic situation permitted to predict in advance. 

Being actually superimposed on the Soviet rouble and circulat- 
ing along with the latter, the tchervonetz bank-note was originally 
designed not to replace the existing currency, but only to sup])lement 
it by fulfilling those functions for which the de]jreeiatcd rouble 
was obviously unfitted. The Soviet rouble was, accordingly, to 
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remain the principal medium of exchange, while the tchervonetz 
was to become the standard of value and the instrument of 
investment and saving. At the beginning, when the quantity 
of tchervonetz bank-notes issued into circulation Avas comparatively 
small, things appeared to be shaping themselves in accordance 
with this selieme. Bank-notes were very seddom to bo seen in 
active circulation, since practically the whole stock of them was 
hoarded or used only ])y banks and large business concerns for 
the investment of their available cash and for settlements with 
each other. Of late, however, the position has undergone a, 
very important change. What is actually happening is this : — 

Jt has been shown that up to 75 per cent, of the reserve held 
against the notes may con.isi of banking cover in the form of 
bills of exchange (the term including ])ronussory notes) and of 
documentarv eredhs. UndcT normal conditions and jirovided 
that these assc'ls arc g('nuifie shori-leini pciper, they would be 
considered “liquid ” enough (o adbrd arlcquato security for the 
notes and, should c{»n\c]ti'iility bo suspended, as it actually is, 
to ensure the regular return of live notes to the bank, and thus to 
prevent their depreciation. Ibit all systems of note issue aimed 
at achieving “ elasticity in tlie sup])ly oi media of exchange and, 
tberefoi'c, based on lifjuid coinmcrcial paper as their principal 
asset, dept iid for tlu ir s!c}bili(\' on tiic smooth working of the 
entire mcchcjiism of { reduction and exchange, that is, on a 
condition which i.{. ludoriously nou-exi.dcnt in Russia at ])rescfi{. 
In Russia, where tlie coml)iiiaiion of the elements of rommunisin 
and Capitalism necessarily iuvoKa's much fivdion and waste in 
the economic systcun, the principle of “ elasticity ’’ is now proving- 
to be dangerous fvjr the stability and the prospects of tiie ivlur- 
vonetz bank-note. 8incc the spring of 11)2:2 the industry aiid 
trade of Russia, after a short outburst of activity follo^ving the 
inauguration of the New Economic Policy, have been atlected by 
a chronic deprc.ssion and are either carrying the bulk of theii* 
stocks on banking credits or, of late, trying to find outlets for their 
production in Eastern markets. 'J’be causes of the depression 
are manifold, but in the main tJiey can be reduced to the cxlreimdy 
high figure of costs and to tlu^ great fr.ll in the effective demaud 
on the part of the market. Excessive taxation, coupled with 
exorbitant ovcrhc:id charges due to the bureaucratic organisation 
of the key-industries and of all (hose services on whicli every 
concern necessarily dej^encls, tend to make manufactured goods 
practically unmarketable. Jii spiic of the very small volume of 
production, the crisis, far from abating, is growing worse, and the 
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Soviet Press is full of articles on this subject. The State Bank, 
on which devolves the duty of providing credit facilities to 
industry and trade, cither direct or through the medium of other 
banks, was naturally called upon to Iiclp them out of their diffi- 
culties and, as a result, had to discount bills and grant advances 
which proved excessive in view of the lasting character of the 
depression. JMcanwhile, bills having to be renewed on maturity 
and documentary credits being indefinitely tied up in unmarketable 
commodities, it is not unnatural that notes, on being issued into 
circulation, fail to return to Iho Bank, while indu.str 3 '^ and trade 
are urgently lux'ssing for fresh advances.^ The j^osition of the 
State Bank in this n'sjiect is the more difficult, since 70 per cent, 
of its advances are made to industrial concerns and only 9 per 
cent, to trade, whk h latter generally provides all banks of issue 
with their best, that is, most li(piid, assets. ^ As a result of thi-s 
expansion of credit, tlio active circulation of tchervonelz bank- 
notes increased from 295, .500 Iclterv. on January 1st to 21,403,000 
on Octoher 1st, 1923.^ In August last the real value of the total 
stock of tcharvo'i^clz !;ank-notes in circiilaticjii exceeded that of 
the Soviet roubles by over 20 per cent.; now it is more than 
twice as large as the l it-or.'^ 

TIio eonscfjuences of this change it is easy to imagine. 
Altliongdi th“ fcl/cn'ohflv is not yet the only currency of Russia 
:iiid has not yet ])cnetratcd into tlie more remote ])arts of the 
country, according to the ft^.oviet Press it is making rapid progress 
in this direction and is, eonscquently, well on the way of driving 
rouble notes out of civculatioii. There are already too many 
tcherronclz notes in tlio hands of tJie public for them to remain 
only a standard of value and an instrument of investment, and 
not to heeunie a e<iinir.on medium of exchange as well. That this 
is really so is proved ly the fact tint during the period from 
January to September last the jnirchasing power of the tcherronetz 
on the home market fell 41 per cent.,'*’ though its rates of exchange 
as against foreign cnrrencies have been maintained. The support 
of the rates of exchange', however, is still a comparatively easy 
task, seeing that the transactions are very limited in amount and 

^ Q.v. Economilvha^Lftia Zliizn, N. 20S, lOill, artulo by M. Vladimiiolt, 
oli Fiiu'nct', on “ Tho liaiik-nolo aiul tho Riso in Prices.” 

- Ibid., N. 1, (kiobor 2, 1022, ortiHo on *■ Trctlit clnviiig tlio Lust Year ’ 
(Ootot^or 1 922 - Soptoiiibor 1023), by r>. Kis*‘loil. 

® Q.v. A. Desen on “Credit Kstublisliinonts in 1022 192.3,” Econom. Zhitn, 
N. 14, October 1923. 

‘ Q.v. Erminmitrlicshtiti Zhizti, 1023, N. 221, artiolo by A. Desen on the 
” Prospects of llio Credit Polu-y.” 

Ibid., 1023. N. 20S. 
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are enliroly confined to Russian centres. This tendency on the 
part of Ih'^ Irhcrvonetz bank-notes to stick in circuit. tion and llnis 
to threaten the rouble with eventual demonetisation is ominous, 
since the loss by (he latter of its present position as the principal 
medium of exchiui^^e would inevitably brinr; about the ultimate 
collapse of the now unit and tlie consequent failure of the entire 
scheme of currency reconstruction, of which the tchervonetz is the 
corner-stone. The reason is that, at prc.seul,the stability of the 
tchervonetz depends on the parallel existence of (he Soviet rouble, 
on which devolves the unpleasant work of clearin']; Budget deficits. 
Should the rouble be driven out of c ircula(ion and replaced by the 
tchervonetz note, which, at present, is by far the better medium of 
the two, this work would have to ])c done by the latter and 
would unavoidably result in inflation and depreciation. 

The real nature of the problem, to judge by the Press, appears 
to be clearly realised in responsible circles in Russia. The State 
Bank, in view of improving the sit nation or, rather, of saving the 
tchcjvonelz, is aln'ady reducing its advances to trade. ^ Being 
faced with the alternative of either permitting its bank-notes to 
depre(iatc or sinking a heavy blow on the industry by a refusal 
to continue financing its production for stock, the Stale Bank 
chose the latter course. Generally speaking, the same course 
would, probably, have been taken by any bank of issue, but in 
this ])ar(icular case its expediency is a matter of serious doubt. 
Had it been possible, by means of forcible deflation, even at the 
price of he:wy immediate sacrifices, to save the tchervonetz from 
depreciation and to use it in future as the basis of a sound currency 
system, this ])j'ley would certainly have been perfectly justified. 
Under tiie existing conditions, however, it would ap])ear that the 
only result of tliese sacrifices, at the very best, would be a short 
respite for the tchervonetz, since its fate is determined by deeper 
causes, inherent to the present ocoiioinic regime of Russia, whicli 
no measures within the compass of x)urcly banking policy are able 
to alter. Until these causes arc removed no monetary unit, 
however sound in itself, can escape depreciation in the long run. 

The crisis which now thre«'itens to wreck the attempt at the 
reconstruction of the currency system of Russia is immediately 
due to the condition of the Budget. Deficits in the latter, in spite 
of all efforts on the part of the Government to reduce them, are 
assuming the aspect of a permanent institution and have got to 
be met by inflation. In the first Budget, that is, in that for 
Janiiary-Septembcr 1922, the deficit exceeded 50 per cent. For 

^ Q.v. Econoinitcheakain Zhizn, 1923, N. 221, A. Desen on “ Credit Policy.” 
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the financial year 1922-1923 the revenue, according to the Budget 
Estimates, was expected to amount to 638'0 million gold roubles 
against an expenditure of 1 ,240-3 millions. For the first six months 
of the year the deficit actually reached 57-2 per cent.^ Hence the 
growing inflation, to which reference has been made above. 

The Soviet Government is now attempting to reduce inflation 
by means of borrowing, which it practises on a comparatively 
large scale and in various forms. Quite recently it introduced the 
principle of compulsory borrowing, in order to increase the sub- 
scription to a lottery loan it is now floating. Compulsion is being 
applied to the “ owning ” classes of the population. In the case of 
Government contractors, for instance, it takes the form of payment 
of 15 per cent, of tJie sums due to them in bonds of the loan. 

The expediency of borrowing, as a means of reducing inflation, 
under the conditions now prevailing in Russia, is, however, a 
matter of serious doubt. Industry and trade being extremely 
short of working capital, as is seen from numerous articles 
in the Press containing complaints on this score, borrowing is 
more likely — especially if it is made compulsory, as is actually 
the case — to aggravate than to reduce inflation. The 16 per cent, 
the Government is now withholding from the contractor, for 
instance, in the form of a loan, it will have to pay to him, all the 
same, a few days hence through a bank with which the bonds will 
be lodged as security for an advance. Inflation will continue, 
though hidden under the delusive cloak of ‘‘real dem/md for 
currency on the part of the market.” Besides, borrowing is 
essentially a palliative, which is very effective in coping with 
temporary financial difficulties. It is no remedy against serious 
disorders in the economic and financial system and is more likely 
to aggravate than to improve them. 

It is evidently no use to combat the symploms, instead of 
tackling seriously the actual source of the (rouble, which it is not 
difficult to find. A study of the Budgets of the Soviet Govern- 
ment cannot fail to disclose the principal cause to w Inch deficits 
arc due. This cause is to be found in the nationalised industries, 
which are a standing charge on the Budget. In the course of the 
last financial 5 ^ear, October 1922-Sept ember 1923, they cost tho 
State in direct subsidies alone about 140 to 150 million gold 
roubles,^ or about 12 per cent, of its total expenditure, apart from 
loans and advances from the State Bank, of which a considerable 

* Q.v. Econojnitchesky Vesinik, N, 2, pp. 234-236. 

■ Q.V. “ Nationalised Industries in 1922-1923,” Economitchtskaia Zhitrit 
N. 1, October 1, 1923. 
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proportion, as a rule, is written off as bad debt. Besides, 
nationalised transport cost about 100 million gold roubles ^ and, 
in addition, has recently been given powers to borrow on so-called 
“ transport certificates to the extent of 5 million gold roubles, 
in order to meet its deficiency in working capital.^ Fresh alloca- 
tions of subsidies are already being made for the first quarter of 
the current financial year 1923-1924, again involving very large 
amounts.^ Thus it is seen that the nationalised branches of 
production and transport, altJiough being ap 2 )arcntly managed 
on ‘'commercial princqjles,*' arc a direct burden on the Budget 
to the extent of about 240 to 250 million gold roubles a year or of, 
ajDproximately, 20 j)er cent, of the total. Accordingly, to deal 
radically with the dclicits, which do not and will not permit the 
reconstruction of the currency on a sound basis, it is essential, in 
the first instance, to unburden the Budget of the nationalised 
industries by handing them over to private enterprise, and thirs 
to make the unavoidable second step in the direction in which 
the first was made in 1921. Besides removing this direct burden, 
the reform would, certainly, facilitate the attraction of the 
necessary capital to these industries and would generally improve 
economic activities by a return to comi-Kditive conditions along 
tile whole line. 

After all, the country has got to be restored and, whatever its 
shortcomings, j^rivatc entcrjnise has proved in the 2 )ast to be 
the best master-builder of xirospcrity and jirogrcss the world 
knows. Sooner or later the last remains of the bankrupt system 
of Communism, now still surviving in itussia, will have to be 
buried, and the sooner this is realised and done tlie better for all 
those concerned, ^ot until tJiis necessary reform is accomplished 
will it be possible to think of a real reconstruction of currency. 
That sound currency is badly needed in Russia even now, under 
the existing economic regime, no one would dispute. Ibit so is a 
good roof on a building, and yet no one would build a sound roof 
without first having taken care to make the walls suilicicntJy 
strong to support it. This, in a nutshell, is the position with the 
currency reform of the Soviet Government : however sound the 
principles on which the attempts are based and however essential 
their success, they are bound to be frustrated so long as the 
present anomalous and wasteful economic system is maintained. 

1 Q.v. P. Bourischkine, EconomUcliesky Vestnik, N. 2, p. 102. 

* Q.v. “ Transport Certificates,” Izvealia, 1923, N. 219. 

^ Q.v. Economitcheakaia Zhizn, N. 4, October 0, 1923. 

G. A, Pavlovsky 



THE FAMILY WAGE CONTROVERSY IN GERMANY 

In Germany, the names “ Familicnstandslohn/’ “ Familicn- 
lohii/* and “ Soziallohn *’ are given to that form of wage which 
makes individual earnings; vary not merely with the market 
value of the work done, hub also with the number of persons 
dependent on the individual wage-earner. The organisation of 
an open marine t ensures lliat in the long run only one and the 
same price shall be paid for different units of the same commodity. 
This applies also to the labour market. If the individual married 
worker were to demand a higher wage than his equally competent 
unmanied colleague, employers would prefer the latter to the 
former, and fathers of families would eonsccpiently find it difficult 
to obtain work. Thus the family wage at the very outset con- 
tradicts a fundamental piineiplc of our economic order; and 
while it thereby acquires a special theoretical interest, it is at 
once obvious that thcie can be only two possible conditions for 
its realisation. Either it must be applied outside the ordinary 
competitive market, or else it Jiuist carry with it some special 
collective treatment of the market. As a matter of fact there 
were in pre-^var Germany many ca.ses of the grading of wages 
according to the size of the family; these, Iiowcvcr, Averc all 
examples of the first-mentioned condition. JCmployees of the 
German States and local authorities and workers in monopolistic 
undertakings (sucli as the Zeiss optical worJvs) Avcrc remunerated 
on tliis principle and arc still so remunerated. In such cases no 
problem arises. Nor did any serious problem aiiso during the 
war, wdieii not merely public but also private employers graded 
their bonuses in relation to the size of the family. Owing to the 
iwactical shortage of goods and labour, and also owing to legal 
war restrictions, tJic principle of the open market was super- 
seded. And the higher costs of the business wdiieli expended a 
large sum in family bonuses were thrown wholly upon the State, 
since each firm w^is allowed its actual costs plus 10 per cent, 
profit. Only when State control w^as removed did the question 
of whether and how a family wage was reconcilable with the 
principle of the open market arise in full force. Only then did 
the necessity for the collective treatment of the market become 
apparent. 
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The nature of this treatment is well kno'^vii to English readers. 
It was first conceived in New South Wales and has been widely 
adopted in France. It rests, of course, on the principle of 
insurance. All employers are required to contribute to a central 
pool a definite sum per head of their employees. And out of 
this pool those employees who have families to support receive 
bonuses, no matter in what particular firm they may work, no 
matter whether a given firm employs relatively few or relatively 
many employees with families. By this device the emplo}^ 
loses all interest in the family statistics of his workers. The 
statistics of the whole area covered by the pool are alone of 
importance to him. 

The pool system was not adopted in Germany in direct 
imitation of the Australian model. It was borrowed from Austria, 
where as early as 1908 a very successful pool was formed by the 
pharmaceutical chemists for their married employees. The first 
German pool was instituted in 1920 by the Union of Berlin Metal 
Industries, one of the greatest and most powerful industrial 
groups in the country. They were followed by the chemical 
industry of Cologne, the employers’ federation of the fine pottery 
industry, the cmploj^ers’ federation in the Berg industrial district, 
the Munster textile industry, and many other groups. In its 
detailed application the device of the pool has taken different 
forms. In the Berlin metal industries each participating firm 
has first to reckon how many wives and children are dependent 
on the aA'orage employee. Thus a general average for all firms 
is arrived at. Such calculations give the employers very little 
trouble, as in any case they are required by the taxation aulhoiities 
to keep detailed statistics concerning the families of their em- 
ployees, since the wage-earners’ income tax is deducted at tiie 
source by the employer, and rebates are allowed for fathers of 
families. The positive and negative difference between tl)e 
family average of the single firm and the average for the whole 
group (A) is multiplied for each firm by the number of its em- 
ployees (£) and l)y the amount of the bonus (B). This gives 
the amount (x) which each firm receives from or contributes to 
the pool. .T = A X B X E. If A is positive the firm receives 
X from the pool, if it is negative the firm contributes x to the pool. 
The procedure is similar in the Cologne chemical industry. Certain 
figures published by the Berlin metal industries illustrate the 
advantage of the pool system. Employees arc frequently inter- 
changed between the various firms, and thus the family averages 
of different firms at the same time, and of the same firm at different 
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times, vary considerably. In this double relation the averages 
of individual firms vary between : 

0*0850 and 1*542 children per male employee, 

0*0000 and 0*500 children per female cmifioyee, 

0*2690 and 1*000 wife per employee. 

Such variations would render separate family bonus schemes 
for individual firms unworkable. These variations, liowever, 
vanish almost completely when the firms are treated collectively. 
Then, the total average of different payment periods varies 
between : 


0*6454 and 0*6766 children per male employee, 

0*2083 and 0*2378 children per female employee, 

0*6730 and 0*6988 wife j^er employee. 

The total sum paid in family bonuses over the area covered 
by the pool is thus pretty constant. A (piestionnaire sent by the 
Association of German Employers* Federations to their members 
showed very favourable results; and on the whole there is justi- 
fication for the statement that the new system of wage payment 
is making headway. 

Hitherto these ajiplications of the family wage have been 
wholly dependent on the initiative of local groups of employers 
and employed. This lack of system renders it not surprising 
that the actual amount of the bonus varies widely in different 
instances. In some cases a fixed household bonus is paid to 
married men irrespective of the size of the family; in others 
separate bonuses are paid for the wife and children, and these 
may be uniform in amount or graded for the first, second and 
third child, etc. ; in some cases unmariicd men are treated as 
fathers of families if they have impotent parents or illegitimate 
children dependent upon them; meanwhile the bonus may be 
graded according to the age of the child, and the upper age limit 
for the child’s bonus may vary. On one point, however, there 
is general agreement : the subsidising of the father of a family 
must not be carried to such lengths as to compensate him com- 
pletely for the extra expenses incurred, or offer him an induce- 
ment to parenthood — a purpose ivhich is prominent in France 
for political reasons. 

In order to estimate the importance of the family wage to 
German economic life, and to interpret the attitude of different 
interests with regard to it, one must take as starting-point the 
present economic position of Germany, and realise that every- 
NO. 132.— VOL. XXXIIX. M M 
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body's standard of life is miserably depressed. It was assumed 
before the war that the unitary wage, adjusted to output, was 
rouglily sufficient for a family of four persons. Thus the younger 
workers who were resi)onsiblc for less than three dependents 
were in a relatively favourable position. The frequcjutly repeated 
assertion that, at present, wages arc barely sufficient for the 
needs of a single individual, is clearly incorrect; since the Jion- 
wage-carning dependents of the workers do somehow manage 
to live. Moreover, younger workmen who arc in an independent 
position manage to lead a fairly luxurious life on their wages, 
and enjoy tobacco, alcohol, cinemas, and expcjisive sweethearts. 
Nevertheless it is incontestable that this same wage, though it 
apparently exceeds the needs of a single individual, is not sufficient 
for a family. The proldem is intensified by the fact that an 
unskilled worker’s wage now approaches very closely to that of 
an older skilled man. Moreover, in contrast with earlier times 
the younger worker docs not for the most part save the excess 
of his wages, since in the present chaotic condition of Germany 
the conditions for thrift arc absent. 

Under these circumstances, therefore, the employers arc 
undoubtedly interested in the introduction of the family wag('-- 
so long as it does not involve an increase in the costs of production. 
For the energies of the older workers have been perceptibly 
undermined by anxiety, and by the necessity for material sacii- 
fices for the family’s needs. 'J’he older worker, steady, and 
conseiou.s of his responsibility to his firm, is for the most part 
a more desirable employee than the irresponsible young man 
who changes his employment easily and willingly. If this is 
true in normal times, it is still truer to-day, when the youthful 
elements often introduce revolutionary and syndicalist elements 
into the factory, and a nucleus of older workers forms the best 
breakwater against such jicrils. Oj)2)oncnts of the family wage 
are not lacking, however, among the employers, though so far 
their arguments have carried little conviction. An increase in 
the army of uniuoductive workers, which some of them foretold 
as a result of the system, is, as a matter of fact, no real danger 
so long as the family wage represents merely a lessening of the 
burden of parenthood, and not a positive reward for the production 
of children. Moreover, it is common knowledge that an increase 
in the number of children does not by any means necessarily 
coincide with an improved standard of life. The further *argu- 
ment that the bonuses will have the same effect as inflation on the 
ground that they represent an increase of income corresponding 
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to no increase of production, shows inadequate knowledge 
of economics. Inflation could only arise if the total wage bill 
were increavsed by the amount of the bonuses. So long as it is 
merely redistributed as between fathers of families and bachelors, 
there is no reason for a rise in the general level of prices. Only 
within this price level, which as a whole remains unaltered, will 
small shiftings probably occur. The demand for popular luxuries 
will fall; the demand for necessary food and clothing will rise. 
If the shifting of prices in these two markets should eventually 
involve a contraction of production in the former and an increase 
in the latter, such a result is obviously desirable even from a 
purely economic point of view. The consumption of solid food 
and clothing is clearly more beneficial to future production than 
the consumption of alcohol and the latest fashions. Only in 
one respect can a reasonable ground for anxiety be found. So 
long as the introduction of the pool system is confined to particular 
branches of industry or particular localities, there is the danger 
of an influx of married men to those industries or localities, and 
an efflux of bachelors. In practice this does not seem to have 
occurred yet. It is, however, inevitable in the long run, and it 
can only be avoided by the legal establishment of a water-tight 
system for all industries throughout the country. Such a universal 
system would at the same time obviate, or at least reduce, another 
difliculty : that of accurately defining the limits of those branches 
of industry for which pools arc to be established. A business 
which happened to employ a huge proportion of unmarried men 
would resist inclusion in such a group ; but the universal ap])li- 
cation of the .system would remove all incentive to such resistance. 

In labour circles there is widespread opposition to the family 
wage. While the leaders of the majority of the CluLstian Unions 
(which are closely connected with the CcntrtJ Party) declare 
themselves in favour of the plan, the leaders of the General 
Federation of German Trade Unioirs, i.e. the socialist unions, 
which include the vast majority of the workers, have expressed 
themselves as opposed to it. At first sight this opposition is 
unintelligible ; and to a large extent it remains so even on further 
inspection. The fear that the reduction of tlie bachelor’s wage 
might involve a general reduction of wages can be understood. 
The bonuses might be treated as “ high price bonuses ” or war 
bonuses, and by this method attemjits might be made gradually 
to accustom the worker to the idea that the bonuses must 
eventually disappear altogether. Efforts of this kind have, in 

fact, been made by employers; and it is not surprising that the 

mm2 
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workers regard such manoeuvres with the profoundost suspicion. 
But this particular objection is not sufficient to justify or even 
to explain the obstinately negative attitude of the workers. For 
in so far as these suspicions are justified, they are justified merely 
by the misuse of a thing which is good in itself ; and it is wrong 
to “ throw away the baby with the bath-water.” Should a 
reduction of wages come about, the family wage will not be the 
cause, even if it may be the prelude to the reduction. Moreover, 
the counter-proposals which aim at attaining the same end as 
the family wage by different methods are thoroughly unsatis- 
factory. As an alternative to the family wage, comprehensive 
abatements of taxation for fathers of families are proposed. 
Clearly the only tax which comes into question in this connection* 
is the income tax. But here we already find important abate- 
ments ; and since the bachelor whose income exceeds the taxable 
minimum has to pay only 10 per cent, in tax, the father of a 
family with the same income would gain in such new relief some- 
thing less than 10 per cent. — clearly not enough. Moreover, 
the Exchequer would have to make up in some other way for 
the sum lost. For this purpose it has as available resources 
either taxes on capital, already stretched to their uttermost 
capacity, or indirect taxes which hit fathers of families particularly 
hard (taxes on luxuries are notoriously unproductive). 

The most important reason for the opj^osition of the majority 
of the trade unions, though one w^hich rarely finds expression, 
is their solicitude for the younger worker. It must be frankly 
admitted that the introduction of the family wage means real 
hardship for him in one respect. The higher wage formerly 
enjoyed by the bachelor enabled him to make arrangements for 
establishing a home, which cannot be effected after marriage 
out of current bonuses. Happily it is not difficult to find a remedy 
for this hardship. It is not incompatible with the idea of the 
family wage, nor is it technically impossible, to include such 
provision within the framework of the pool system itself, in the 
form of insurance. Thus it would be possible to pay out a single 
appreciable bonus before marriage, which owing to its relatively 
slight frequency would involve only a minute deduction from the 
basic wage. 

Apart from this, the solicitude of the trade unions for the 
younger men arises from political considerations. After the 
Revolution, the workers, and particularly the younger workers, 
flocked into the unions. These new workers were all the more 
jealous of their influence inside the unions because they them- 
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selves had not, up to that time, been educated in the most 
elementary principles of trade union solidarity. Meanwhile the 
unfortunate separation of the workers into several groups of 
unions, mutually opposed in their etliical and political views, 
leads to perpetual competition for recruits, and thus induces 
the unions to offer their converts the most advantageous terms 
possible. All the more warmly, therefore, must one acknowledge 
the stand which many individual unions, and especially the 
General Federation of Christian Unions, have made on behalf 
of the family wage. It is very significant that as a general rule 
the socialist unions are backward in this respect. Their principle 
of “ equal pay for equal work ” has a definitely socialist character 
only when it is applied to those who receive incomes without 
working. When it is applied inside the world of labour it appears 
as pure orthodox liberalism. It acknowledges as just the 
results of the existing competitive system on a unitary wage 
basis without reference to human needs. In true liberal style 
the socialists accept the pursuit of economic gain as a motive 
of all conduct; only recognising solidarity in theory, where it 
is profitable. Fortunately men arc often better than their 
theories. Nevertheless one can understand what purchase such 
a theoretical standpoint gives to the younger men’s dislike of 
the family wage. Meanwhile even a policy of self-interest, if 
only it were more far-sighted, would jjave the way for a change 
of outlook. The present opponents of the family wage would 
experience the benefits of the system when they came laler to 
found families. There arc, however, possible objections to this 
statement. W^e hope that in the future real wages will again 
touch a higher level, and that the hardships of families will be 
thereby diminished. On the other hand, it would bo less difficult 
under such conditions for the bachelor to make his sacrifice. 
Nor is it certain, though it is likely, that the young men of the 
future will tolerate the family wage evcji if the young men of the 
present accept it. It is, therefore, unlikely that anything will 
be achieved in the socialist unions without an appeal to solidarity 
for its own sake. In the case of the Christian unions, we may 
thank their incomparably superior education for the powerful 
tradition which demands solidarity for its own sake —for religion’s 
sake. In proportion as the socialist unions grasp the true spirit 
of socialism wo may hope that they also will recognise the necessity 
for the family wage and declare themselves in its favour. 

Dr. Eduard Heimann 


University of Freiburg^ 



THE TRADING ACCOUNTS OF A LONDON MERCHANT 

IN 1794 


One of the oldest firms in Lancashire is that of Peter Stubs, 
Limited, of Warrington, manufacturers of files, steel tools, and 
wire. The firm was founded in 1 780, its beginning being attributed 
to the discovery, by Peter Stubs, of a process of hardening files 
whicJi produced better results than any other known at the time. 
On his death the control of the concern passed to his sons, and 
from them to other members of the family. In 1890 it was 
turned into a private limited company, of which Mr. Francis 
Aylmer Frost, great-grandson of the founder, is the present 
chairman. Fortunately, in a loft in a portion of the works, a 
large mass of early business records has been preserved, and the 
interest of Mr. Frost in the history of the firm with which his 
family has been associated for nearly a century and a half is 
shown by his having made these records accessible for the purpose 
of research. 

During an examination of the records two books have been 
discovered, a “ waste ” book ^ and a ledger, which give a com- 
plete account of the business transactions of John Stubs of 
Newton, from 1st March to 3 1st December, 1794, and it is from 
these books that the information contained in this article has 
been obtained. At the moment it is impossible to say what was 
the exact relationship between Peter and John Stubs, but the 
fact that a portion of the business records of the latter have 
been preserved wdth those of the former suggests that it was very 
close. Moreover, seeing that the main branch of the family had 
resided in Warrington and its vicinity, certainly since the six- 
teenth century, it is safe to assume that the Newton with which 
the books of John Stubs arc headed is the place now known as 
Newton-le-Willows, situated between Wigan and Warrington, 
about five miles from the latter town. Formerly Newton had 
been a small market town, but, in 1794, although it still retained 
the privilege of sending two members to Parliament whose 
election rested with the occupiers of about thirty-six tenements, 

' A “ waste ” ))ook is one which contains a record of transactions in the 
order in which they occur. 
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it was then but an unimportant village consisting of one 
street. 

A glance at the character and extent of the transactions of 
John Stubs at once suggests that Newton was hardly the t 3 ^pc 
of place in which In’s business headquarters would be situated. 
Probably his relation to Newton was that he had a residence 
there, as it is clear that his business headquarters were in London.^ 
His business was that of a merchant who bought and sold various 
kinds of commodities, forwarded and received goods on consign- 
ment to be sold on commission, and engaged in insurance trans- 
actions as an underwriter. On occasion he was not averse from 
dealing in ships : his most profitable venture during ten months 
of 1794 was as part-owner of a privateer engaged in operations 
against the French. 

When his books open on 1st March his assets amounted to 
£10,925 and his liabilities to £412. The assets were made up 
of £8100 in cash, 5 pipes of Canary wine, 10 hogsheads of French 
wine, 25 hogsheads of Lisbon wine, and 44 bags of hops valued 
at £125, £300, £175 and £185 respectively. In addition he had 
in stock 56 pieces of Norwich crape, 90 pieces of sagathce, 20 
pieces of duroy, 90 pieces of serge, and 20 pieces of drugget of 
the respective values of £157, £135, £90, £03, and £47.^ The 
remainder consisted of debts, owing by eleven individuals, the 
larger proportion for goods supplied, though the largest single 
debt of £500 was for money lent on bond on wJiieh interest at 
the rate of five per cent, was paid. The liabilities included only 
tw'o accounts. Evidently many of those with whom Mr. Stubs 
had transactions w^re ‘‘ respectable ’’ men, in the eighteenth- 
century sense of the word, as in several eases they have “ Esq.” 
attached to their names, and in one case the title of “ Sir.” 

The above paragraphs give a fairly clear indication of the 
character of the business conducted by John Stubs. In a word 
he was a typical eighteenth -century London mercliant wJio 
bought English cloth and produce and disposed of them at home 
and abroad, and his transactions during 1794 show that he 
performed similar functions as regards foreign cloth and produce. 
Between 4th March and 20th August much of ^Ir. Stubs’ activity 

‘ Apart from tlie general evidence of his transactions, tliis fact is established 
by such entries as the following: examining the list at Lloyd’s Coffee 

House I found that the good ship Falcon was lost on the rocks of Seilly.” “ This 
day I was informed at Lloyd’s that the John and Hannah was unfortunately lost 
on the Downs in a gale of wind.” 

^ All these goods will bo recognised as products of tbo t'astcrn and western 
cloth districts. Throughout the article values are given to the nearest £1. 
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was absorbed by his privateering venture; but, leaving this 
aside for the moment, a brief account may be given of the more 
important of the other transactions in which he engaged. 

At the outset it may bo noticed that the majority of purchases 
and sales recorded were made with present money, or on short- 
credit terms, though in a few instances credit for as long as six 
months was allowed. The method adopted in credit transac- 
tions was that of giving promissory notes, or of accepting bills, 
and not infrequently Mr. Stubs utilised his ready money in 
meeting demands before the due date, thus securing abatements. 
It was with present money that in April he bought 3252 lbs. of 
pepper and consigned it on the good ship Mary to Jacob Van 
Hoove of Amsterdam, to bo sold on a one per cent, commission. 
With shipping charges the value of the pepper amounted to 
£140, but events proved unfavourable to the venture. Within 
a few days a message was received that the ship had been lost 
on the coast of Holland and that no part of the cargo had been 
saved. However, as the pepper was covered by insurance, the 
loss amounted to little more than £18, and this deficiency was 
more than offset by a consignment, to the same man, of 100 
quarters of wheat worth £99, purchased and shipped by an agent 
at Harwich, again on a one per cent, commission, for which a 
gross return of £161 was received.^ 

Most of the consignment transactions recorded originated on 
this side, but not all of them. Shortly after those just men- 
tioned a consignment of 1000 reams of fine paper, 120 pieces of 
Holland cloth, and 100 pieces of long lawn was received from 
Abraham Van Schooten, merchant at Hoan ( ? Rouen or Roanne), 
on the sale of which a commission of two per cent, was allowed. 
Almost immediately these goods were sold, and as the returns 
had to be made in Norwich crape, duroy, and broadcloth, on the 
purchase of which there was another two per cent, commission, 
the transaction proved a satisfactory one, especially as Mr. Stubs 
was enabled to dispose of some of the duroy he had in stock. 

The above transaction was carried through in June and, in 
the following month, we find Mr. Stubs entering into an arrange- 
ment with a temporary partner whereby they agreed to consign 
to Jacques Jollife, a merchant at Copenhagen, 100 silver watches 
valued at £300, a bale of scarlet cloth valued at £400, and 36 
hogsheads of tobacco valued at £734, which with shipping charges 
made up a total of £1464. On the arrival of the consignment at 

^ The wheat was sold 6th May, but the bill of exchange in payment was not 
received until 10th November. 
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Copenhagen a demand was made on the commissioners of customs 
in this country for a drawback on the tobacco of £436, which 
was received within a few days. Almost before the drawback 
was paid the Copenhagen merchant informed the consignors that 
ho had had the good fortune to dispose of the goods at prices 
which yielded a gross return of £2510 after his commission and 
other charges had been met, and this amount was quickly in- 
creased by another £10 through the disposal of the bill drawn 
upon the merchant to Johannes Scheelhase, who required a credit 
in Copenhagen. 

In the meantime Mr. Stubs had entered upon another profitable 
transaction, in conjunction with another temporary partner, but 
in this case it was entirely carried through in this country. This 
transaction consisted of the purchase, from John Marsh of Man- 
chester, of 5628 lbs. of superfine thread at 145. 10|d. per lb. 
making a total of £4185 I65. Cd. Tlie purchase was cflected on 
the terms of three bills, the first for £2185 IfLs*. (W., payable in 
two months, the second and tiic third, each for £1000, payable 
one in four months, and the other in six months. The date of 
the transaction was 17tli July, and on 2Sth July 1000 lbs. of 
the thread were disposed of on similar credit terms to those on 
which it had been bought. On 3rd August another 1000 lbs. 
were sold, but in this case for present money. The next sale of 
1000 lbs. was effected 241h September on the terms of £500 
present money and the remainder in six months. This sale was 
followed by tw^o more sales, each of 1000 lbs., on 28th and 29th 
December, the first for present money and the second on six 
months’ credit. In all these sales a price of IS.v. per lb. was 
obtained, but the remaining 628 lbs., disposcnl of 30tli December, 
were sold at 175. per lb., the money to be paid in twenty days. 
Allowing for the charge of bringing the thread into Mr. Stubs’ 
warehouse, his ledger shows that, on this transaction, the partners 
jointly made a profit of £930. 

The next important transaction is dated 9th September, when 
advice was received from Timothy Sutton of Barbadoes that he 
had shipped 45 chests of sugar, the value of wliicli with shipping 
charges amounted to £167. On the arrival of the sugar in this 
country, customs, cartage, and other charges increased this sum 
to £219. In this transaction Mr. Stubs was again associated 
with two partners who, in addition to his share of profit, had 
agreed to allow him two per cent, for warehousing and for selling 
the sugar. Evidently they had little reason for complaint with the 
result, for, within a week of its arrival, the sugar was sold at a 
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price which Aaelclcd a profit of £220 to each of the three partners. 
Perliap.s it was the success of tliis venture wliich induced Mr. 
Stubs, in the following month, to consign to Timothy Sutton at 
Barbadoes, 30 bags of Imps, 20 piec(\s of sergt\ and 20 pieces of 
sagathec, of the total value of £202, to be sold on commission, 
but the result of this transaction budongs to a date later tlian 
3 1st December, 1794. 

The only other foreign transaction given in the records took 
place in December, when Mr. Stubs imported from Cadiz 100 
chests of oranges and 50 chests of lemons, valued at £34, for 
veliicli amount ho accepted a bill whicli, by arrangement, he 
retained in part sell lenient of an account owing by one of his 
customers. During 1704, of course, many transactions were 
cfTected at Iiome which arc not mentioned in this article. One 
w'hich may be noticed was the purchase from Natlianiel Kceble 
of Hull of 150 pieces of YVirkshiro cloth of the value, including 
carriage, of £1152. At the same time, from the same man, 
Mr. Stubs also received 50 pieces to l)e sold on a two per cent, 
commission. Again, during the year. h(' acted as underwriter 
on tl:rec occasions with sour what imfortunatc results. On 
28th May he accepted responsibilit y to the extent of £200 on 
the Golik)} Fleece, bound for Jamaica, which voyage w'as success- 
fully performed. On 14th August he discovenMl that the Falcon 
bound from Loudon to Smyrna, coiitainiug an amount of scarlet 
cloth for which he was responsible, again to the extent of .£200, 
on an eight per cent. prcMuimn, had Ix'en v, reclo'd on the rocks of 
Seilly; and on 3rd December he i»‘ceivul similar news of the 
John and lianyah bound for Spain, wliic^li vo^’age be had under- 
WTitten to the extent of £300 on a six per cent, premium. On 
these transactions he incurred a lo:-"; of r!58. 

Any regret that Mr. Stubs may hare felt concerning the result 
of his insuraiice transactions liiust certainly have been miligated 
when he reflected upon tin* result of his privateering venture 
mentioned above. His records inform us tliat on 3rd ^larcb, 
1794, he bought, at Gaira way’s Cofh'c House, tlio good ship 
James^ burthen 300 tons or thereabouts, for £1500, and that he 
had ‘‘ ordered her to be repaired and fitted out witli all speed 
for a privateer against the French.” On Stli March w-e are 
further informed that he had sold onc-sixlcenth ]xirt of the ship 
to Captain John Smith for £125, and that he had agreed to Captain 
Smith’s going out as master of the ship. Between 3rd March 
and 7th May an expenditure of £1133 was incurred, the three 
largest sums being one of £700 for several guns, small arms, 
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powder, shot, and other stores,” one of £109 for a butcher’s bill, 
and one of £87 for a baker’s bill, while anchorsmiths, joiners, 
painters, ropemakers, etc. received the remainder. Also, during 
this time, IMr. »Stiibs sold scven-sixteenlhs more of the ship to 
seven individuals, eaeli paying £125 for his share, with the addi- 
tion of his proportionate amount of the above expenditure. 

Early in May, therefore, the ship was ready for its duties, 
and on 20th May the following record of its activities appears : 
“ The ship James having been out upon a cruise has taken a 
French merchant-ship, richly laden, homeward bound, which 
was ransomed for £40,000, half of which, namely, £20,000, belongs 
to the master and mcm, and the other half to the owners, my half 
of which I have received and deposited in the Bank of England 
and comes to £10,000.” Two days later Mr. Stubs purchased 
£10,000 bank annuity at a cost of £9412, and ” the rest of the 
money I have taken home.” 

In the above extract two interesting points call for notice, 
the first of which relates to the arrangements between the owners 
and the crew. In privateering ventures these arrangements 
were regulated by articles entered into between the two parties, 
but usually they assumed one of two forms. The crew might bo 
engaged at definite rates of remuneration, in which case the 
priz.es taken belonged entirely to the owners, except that usually 
a small share was allotted to the crew as an additional incentive. 
On the other hand, the crew were sometimes engaged on the terms 
of no prizes no i)ay, in which case the prizes were divided equally 
between the erew' and the owiuts. Evidently in the venture 
with which wc arc concerned the latl(‘r arrangement obtained. 
The second point relates to the status of privateers and the 
regulation of their activities. Before commencing opiTations 
British privateers were required to obtain lellers of marque and 
reprisal from the Government, without which they v/erc liable to 
be regarded as pirates. When such letters had been granted 
they were subject to regulations for compliance with which 
security had to be given. One (^f these regulations was that 
when prizes were taken they were not to be regarded as at the 
disposal of the captors until the question had been so decided in 
the Court of Admiralty, while another prohibited the system of 
ransom, except in cases of extreme necessity, which again had 
to be allowed by the C’ourt.^ Presumably these requirements 
and regulations were comjfiied with in the case of this privateer, 

* On fbo whole of this question see I^fcCullouh, Commercial Dictionary, nrt. 
“ Privateers,” also 33 Geo. 111. c. 66. 
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but there is no evidence of the fact in the present records, and 
it is not without significance that both the above capture and a 
later one were ransomed. 

Seeing that no expenditure is recorded in connection with 
the ship James immediately after its first capture, it would appear 
that an easy success had been gained, and on 9th July her further 
activity is recorded in the following entry : “ The ship James 
after a smart engagement with a French merchantman took her, 
but afterwards she was ransomed for £50,000 the half of which 
coming to the owners is £25,000, my half whereof as being half 
owner, which I have received, is £12,500.” On this occasion 
Mr. Stubs expended £10,994 of his share of the prize in the 
purchase of £12,000 Old South Sea Annuity. 

After this engagement some expenditure was required in 
refitting the ship, and on 6th August accounts for this purpose 
to the amount of £207 were paid. As a matter of fact this is the 
last recorded expenditure upon the ship. On 20th August the 
following entry appears : “ This day received the unfortunate 
news that ship James was taken by a French privateer of superior 
force and carried into Brest.” On 28th August Mr. Stubs pur- 
chased another ship burthen 300 tons for £1200 present money. 
Whether ho had the intention of embarking upon another 
privateering venture is not clear, but, if so, he must quickly have 
changed his mind, as on 5th September his records state that he 
had sold the ship for £1600. However, when he came to close 
his books on 31st December, 1794, one can imagine that he viewed 
the result of his ten months* trading with some satisfaction. 
During the period his credit balance had grown from £10,513 to 
£34,658, an increase of £24,145, of which £21,330 had accrued 
from his connection with the ship James. But the whole of 
the difference between these latter amounts was not accounted 
for by ordinary trading transactions, as it included a legacy of 
£1000 “ by the last will of my late brother-in-law, Christopher 
Verax.** 


G. W. Daniels 
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Economic Prohlenns of Democracy. By Artttuu Twining Hadley. 

(Cambridge University Press, 1923.) 

Dr. Hadley’s ‘‘ Watson Lectures ” on Economic Problems of 
Democracy were given in English Universities as recently as April 
1922; but they are already a little ‘‘dated.” They are still 
touched by the influence of the war-years, and as one reads one 
feels how rapidly that influence has receded during the last year 
and a half. From 1914 to 1920 lectures of what one may call 
the “ English-Speaking Union ” type inevitably followed certain 
lines. They were frank in manner, and kindly in intention; but 
being prepared for a particular occasion they sliowed few signs of 
painful research ; and, being delivered as part of a campaign to 
create good feeling between two countries who constantly mis- 
understood each other, they often avoided the really difficult 
elements of their problems. 

But now that the years of peace have lasted longer than did 
the years of war, I find myself applying pre-war standards to the 
eas}^ historical and social generalisations which the universally 
respected cx-president of Yale offered to his English audiences. 
His first lecture is an ampliflcatioii of tlie statement that “ the 
thing that does distinguish modern history from ancient history 
is the decisive importance of industrial movements and industrial 
successes in determining the fate of nations ” (p. 4). In the 
ancient world, “ if your army was superior to that of your rival 
in courage and in tactics, all other matters would take care of 
themselves ” (t). 5). Not many students of the economic history 
of the Egyptian, Athenian, Carthaginian, and Komaii empires 
would, I believe, hero agree with Dr. Hadley. A student, again, 
of nineteenth-century economic history could write a whole 
critical treatise on his statement, “ When the young-llcgelians, 
headed by Karl Marx, confined their theories to paj^cr, they 
sounded plausible enough; but wdien tlie revolution of 1848 gave 
them the opportunity to use public credit for the establishment 
of national workshops, the failure was as complete, and the 
disproof as convincing, as the most ardent individualist could 
have desired” (p. 64). Later on Dr. Hadley speaks of the 
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‘‘ ateliers jialioiuiux ” as “ tlic commercial workshops of Paris in 
1848 ” (p. 141). Dr. Hadley would not find it difficult to con- 
vince himself that the “ ateliers nationaux ” were not “ com- 
mercial workshops ” but ordinary relief-works, and that the nco- 
hcgelianism of Das Kapilal liad notliing to do with them. If, 
again, Dr. Hadley will rc-rcad certain chapters in Mill’s Political 
Economy and Autobiography he will, I believe, write less abso- 
lutely about Mill’s “ complacent optimism ” (p. 54). 

When I W'as in the United States in 1919 I used to notice an 
assumption, among the more conservative writers and thinkers, 
w'hich I also noticed in England during the ISSOs— that the 
whole social question consisted in an illegitimate claim by those 
members of the community who w^rc naturally fitted only for 
routine manual labour to enjoy that share in the joint economic 
product which w^as due to the superior intelligence of the born 
inventors and organisers. The really difficult problems of the 
degree to wdiicli organising pow'cr miglit bo due to the mere 
possession of wTalth, and the possession of w^oalth might itself 
be due to inheritance or some other cause than the superior 
natural efficiency of the possessor w^ere largely ignored. This 
assumption and this “ ignoratio ” run through Dr. Hadley’s 
lectures. He speaks, for instance, of “ the j)erils of internal 
conflict between liand-w'orkers and brain-workers ” (p. 17). On 
his assumption class consciousness is a sheer moral aberration. 
“ Class consciousness,” he says, “ in its early stages means that 
the members of a social or economic group arc so impressed with 
their ow'ii moral superiority to the rest of the community that 
they care relatively little wdiat the rest of the community thinks 
or w'hat becomes of it ” (p. 133). 

From the point of view of the rest of the world the most 
important economic movement in America since the war is the 
growing determination to keep immigration dowji to a minimum. 
This determination is being copied all over the W'orld, and may 
lead to many centuries of world- warfare. What makes this 
movement so formidable is that it is not a mere question of the 
more equal sharing of economic opportunities, but that behind it 
lie tlie biological problems of racial purity and racial expansion. 
Dr. Hadley ignores the biological problem altogether, and tells 
us that the movement “ represented tlie introduction of a new 
principle into American politics, and a new theory into national 
legislation — the theory that the maintenance of the standard of 
living of the American workmen and the maintenance of the 
integrity of American ideals depended on acts of Congress.” (p. 1 22). 
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The “ Sir George Watson Foundation may in the future 
help to perform the invaluable function of bringing the best 
American thought to bear on the problems of world reconstruc- 
tion. But if it is to do so, the future Watson professors must 
offer us the fruit ratlicr of fundamental brain-work than of a 
merely genial desire to propagate international good-will. 

Graham Wallas 

Food Pmlnciio:} in War : Sir Tiio^fas Middleton, K.B.E., 

C.B., LL.D. Publication of the (\irn(‘gie Endowment for 
International Peace. (Oxford: Clarendon Press, 1023. 
Pp. xiv + 373. Price 1()>*. (x/. net.) 

Sin Thomas Middj.eton was Deputy Director-General of the 
Food ProdiKjtion Department which was established at the begin- 
ning of 1017, and in this book he has given us the most thorough 
and elaborate account of the history of food production in this 
country during the war which lias as yet appeared. 

The subject is a difficult one- complicated, involved, full of 
detail ; and on the whole 8ir Thomas Middleton is to be congratu- 
lated on the skill with which he has contrived on the one hand to 
include a great mass of statistical information, and on the other 
hand to construct a readable and intelligible story. 

But if the book must have been a diflicult one to write, it is 
also difficult to review. For one thing, there is so much in it, 
that it is not very easy either to sedoet topics for dis(mssion from 
the many wliich deserve it, or to pronounce judgment upon the 
qualities of the book as a whole. Again, as in all histories relating 
to the war, it is almost impossible, for author and reviewer alike, 
to have an adequate sense of the relative importance of the various 
matters with wbich they are concerned. In the history of food 
supplies it is hard to appreciate the excellence of the efforts made 
to increase food production at home, and the great value of the 
results attained, without losing some sense of proportion and 
forgetting that throughout the years of war, as in time of peace, 
we were mainly dependent upon sup^dies from overseas, and that, 
as Sir Thomas Middleton says, “ our experiences in the four years’ 
struggle proved how strong were tJio grounds for confidence in 
our ships ” (p. 3). Tlie fact is, of course — and it w^ould iiave 
helped his readers to keep the real proportion of things in mind 
if Sir Thomas Middleton had given tlie figures — that, though the 
Boyal Commission on Wheat Supplies imported more than 12i 
million tons of grain and grain products during the period ot 
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intense submarine warfare, only 4 per cent, of the possible 
arrivals were lost through enemy action.^ In summing up the 
results of the Food Production Campaign, Sir Thomas Middleton 
estimates that “ whereas the country began the war with supplies 
provided by its own soil which would have sufficed for 125 days 
out of the 3G5, in the year in which the Armistice was signed it 
had secured a harvest that would have sufficed for 155 days out 
of the 365.” In other words, “ the land’s extra produce was 
equivalent to the supply of 30 days' food for the nation living 
its normal life ” (p. 322). It is important to emphasise these 
facts, because they are not so well known as they deserve to be 
and because even in the book before us their full significance is 
not alwaj^’s kept to the fore. We are told, for instance, that “ in 
the course of the four years’ war our ships were set an impossible 
task,” and that “ before food can be transported from other lands 
there must be food to transport ” (pp. 3-4). This suggestion that 
what was lacking was not ships but sources of oversea supplies 
w^ould surely be hard to substantiate, though Sir Thomas Middle- 
ton rightly emphasises the influence upon the food production 
policy of the poor American harvest in 1916. It is rather mis- 
leading to point out that Russia and Rumania, two of the chief 
w^heat-exporting countries, w'ere completely shut off ” (p. 259), 
without noting that the average net import of wheat into Germany 
in the years 1909-1913 was equal to three-eighths of the average 
net exports of wheat from Russia and Rumania in the same 
period.^ The statement that “ the long voyages to India and 
Australia made the surplus of those countries also quite beyojid 
reach of the Allies, at any rate until a number of new ships had 
been built ” (p. 259), is hardly consistent wdth the suggestion that 
supplies rather than shipping were deficient. We read that “ all 
three American wheat exporting countries had much extended 
the wheat acreage, but frosts in Canada, or drought in the United 
States or in Argentina, might prevent a corresponding increase 
in the crop ” (p. 260). I am afraid that this sentence is liable to 
mislead the ignorant into supposing that foreign supplies in 
general are more precarious than home-grown crops. No doubt 
an unexpected and therefore undiscounted addition to home 

^ Sco First Report of the Royal Commission on Wheat Supplies (Cmd. 1644), 
I)p. 37-38. 

* The average net Russian and Rumanian export was 54,488,000 quintals; 
the average net German import 20,898,000 quintals. For wheat flour the ligiuvs 
are 1,906,000 quintals (Russian and Rumanian export), and 1,012,000 quintals 
(German net export). See Annuaire Internationale de Statistique Agricole 1917 et 
1918, pp. 283, 287, 289, 295. 
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wheat production is an admirable insurance against an abnormally 
thin harvest abroad, but if as a normal thing a larger proportion 
of our bread stuffs were grown in one climatic area (the British 
Isles) the variability of supplies would surely be greater than it is. 
The British Empire as a whole has an average year to year 
fluctuation of some 15 per cent, in the wheat crop as compared 
with a fluctuation of about 5J per cent, in tlie wheat crop of the 
world.i In considering the question of supplies during the war 
we must remember the gigantic scale of the expansions of the 
wheat areas of which 8ir Thomas Middleton speaks so summarily 
in the sentence just quoted. In Canada and the United States 
the average wheat crop of the war years exceeded that of the years 
1909-1913 by over 52 million quintals, which is more than 
two and a half times as much as the entire average crop of the 
United Kingdom in the period 1914-1918. The increase in the 
average crops in the Argentine and Australia amounted to more 
than 60 per cent, of this British and Irish average.^ 

It is important to keep our sense of proportion ; but it is no 
less important to recognise that the British Food Production 
Campaign was a valuable contribution to the Allied cause and 
attained a remarkable measure of success in spite of very great 
difficulties. Those who organised it in the Dei)artinent and those 
who carried it out in the lields may well claim to share with the 
British Navy the credit of having made possible the rapid transport 
of the American armies to France. But it is a pity that in his 
account of the campaign Sir Thomas Middleton is so much inclined 
to pooh-pooh its critics. It is not by minimising the mistakes which 
were made, but by exhibiting the difficulties which were sur- 
mounted, that the historian can reveal the real merit of the work. 

Sir Thomas Middleton's attempt to estimate the cost of the 
Food Production Campaign is extremely interesting, and it is 
especially noteworthy that according to his estimates the cost 
in Scotland and Ireland, where the comparatively large area 
normally under temporary grass facilitated matters, was much 
less (in proportion to the results) than it was in England and Wales. 
But it is really impossible to gauge the real cost of the campaign, 
for one cannot assess the loss due to the neglect of cleaning, 
draining and hedging during the war, nor reckon what proportion 
of that neglect was the result either of the diversion of energy to 
the urgent task of ploughing up grassland or of excessive cropping 

' Soo Enonomiat, April 24, 1909, p. 8G1, quoted by Professor Pigou ; Wealth 
and Welfare (1912), p. 141. 

^ So© Annuaire Internationale dc Statiatiqie Agricole 1917 et 1918, p. 25. 
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with corn. In this chapter, as well as in other parts of his book, 
Sir Thomas Middleton seems rather inclined to draw more 
definite conclusions from statistics than arc really justified. This 
defect is perhaps especially noticeable in his discussion of the 
food values of various crops and various kinds of stock. When 
some authorities, for example, consider that beer retains less than 
a quarter of the energy value of the barley which has gone to its 
making, while others put the figure at one half, it is wise not to 
be too precise in translating crops into Calorics. 

Sir Thomas Middleton does not confine himself entiiely to tkc 
war period, but has a good deal to say about earlier history and 
about the future. He quotes the conclusion reached by {Sir 
Henry Rew in his Presidential Address to the Royal Statistical 
Society (1921), to the effect that “ a larger quantity of food was 
being produced (?‘. e. in Great Britain) at the outbreak of war 
than at any previous period.” 1 am inclined to bo rather sceptical 
about this conclusion, since the evidence on which it is based is 
somewhat slender, but if what Sir Thomas Middleton says about 
it is really the most that can be said against it, it seems to me to 
hold the field. It is preposterous to brush it aside, as Sir Tliomas 
Middleton does, by quoting a vague and largely irrelevant sentence 
from Prince Bu low’s book on hnperial Gmnainj. The facts 
adduced by Sir Thomas in a later chapter to show that “ the 
soils of the country, cultivated as they were in 1831-40, were 
capable of supporting a population some 27 per cent, greater tlian 
they could have fed in 1909-13 ” (p. 08) hardly carry conviction. 
The argument, which is a deduction from population and import 
figures, seems to depend on the assumption that in the earlier 
period the average inhabitant of the United Kingdom consumed 
one million Calories per annum as compared with an average 
consumption of 1,092,000 Calorics in 1909 -13. But it is incredible 
that in the “ thirties ” the nndeiftcding was no worse than this. 
And even apart from underfeeding, Sir 'rhomas Middleton 
seems to have overlooked the fact that in the earlier of liis two 
periods the “ average inhabitant ” of the United Kingdom 
iieeded less food than in the later period. In 1841 36 per cejit. 
of the population of England and Wales were under fifteen years 
of age : in 1911 only about 30 J per cent, were under fifteen. 

The last twenty-five pages of the boolv arc concerned with the 
agricultural prognosis. Sir Thomas Middleton is well known as a 
staunch advocate of the plough; but lie is fully aliv(5 to the fact 
that the ho])es of some less well-informed tillage advocates are 
unsubstantial visions. Ho says that “ the suggestion that wo 
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might furnisli our people with their normal food supply may be 
dismissed as absurd ” (p. 324), that to the farmer of the United 
ELingdom his live stock must always be the principal source of 
income ’’ (p. 327), that “ it would be more difficult to add 15 per 
cent, to the yield of tillage crops than to add 30 per cent, to 
the yield of pastures ” (p. 331), that our climate, though “ a fine 
climate for tillage farming,” is “ still better suited for grass- 
growing ” (p. 332), and that “ it would clearly be economically 
unwise and socially undesirable to expend on our land labour 
which can be used more profitably in other industries ” (p. 339). 
These arc sound doctrines, but occasionally in the discussion the 
grip upon all that tJiey imply seems to slacken. In general Sir 
Thomas Middleton argues that 28 million acres must remain 
under grass, and that 12 million acres will in any case grow other 
crops, but that there is a margin of 6 million acres which would 
nearly all be under grass if laissez-faire is the order of the day, 
but on which “ the balajice against tillage is not very heavily 
weighted,” so that “ a counterpoise shoidd not be impossible ” 
(p. 341). If the 28-million'aere area of grassland is meant to 
include arable land under clovers and grasses (which is not 
distinctly stated), and if it is intended that clovers and temporary 
grasses should cover the same breadth as before the war, the 
suggested programme would seem to involve an arable area 
greater by some 6 million acres than the average of 1904-1913. 

To discuss this programme adequately would be to lengthen 
this review undul}'. The most weighty argument put forward is 
the contention that in the long run tillage would pay best on the 
6 million marginal acres, but that the individual farmer cannot 
afford to wait for long-period results. This contention, however, 
is not supported b}^ evidence. The one definite “ counterpoise ” 
which is suggested is that in rating and taxation discrimination 
should be made in favour of arable land. About that I will only 
say that, if likely to be effective, its economic justification w'ould 
seem to depend upon the validity of the previous contention, and 
that as regards the question wiiether it would be effective, bir 
Thomas Middleton seems to overlook the possible reaction of 
such discriminating rates and taxes upon the relative rents of 
arable and pasture. Apart from questions of state policy, bir 
Thomas Middleton is inclined to think that the future develop- 
ment of the refrigerated meat trade will tend to raise the price 
of grain by giving farmers in new countries further oiiportunities 
of “ converting grain into meat when grain prices are low (p. 336). 

Reginald Lennard 
N N 2 
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The British CoaUmining Industry during the War. By Sir 
R. A. S. Redmayne, K.C.B., M.kSc. Publication of the 
Carnegie Endowment for International Peace. (Oxford 
University Press.) 

The Miners' Unions of Northumberland and Durham. By E. 
Welbourne, M.A. Fellow of lOinmanuel College, Cam- 
bridge. (Cambridge University Press.) 

“The British Coal-mining Industry during the War is 
certainly a subject of unusual, one might almost say thrilling, 
interest, the presentation of which, however, is a task of great 
difficulty, if full satisfaction is to be given to all the special view- 
points of the many different persons interested. This book 
might easily have been a dull though extremely useful record 
of facts and figures; it might equally have been a supremely 
melodramatic account of the author's personal views and intimate 
reminiscences. But in the hands of Sir Richard llcdmayuo a 
vast mass of material has been shaped into a balanced record, 
while everyone will delight in the extraordinarily successful 
literary technique by which the author has sustained the 
interest without descending to the use of too minute or irrelevant 
details. 

Most men would probably agree tliat on the whole the regu- 
lation of the coal industry during the war was a more or less 
successful attempt to meet a very grave and difficult emergency. 
But one wonders whether even all men of sound and disinterested 
judgment would fully subscribe to the gejicral feeling of contented 
achievement which underlies Sir Richard’s record of events, 
at any rate up to the time of the Armistice. He emphasises the 
comjjlicated and delicate nature of the industry, and it would be 
a good thing if many people realised this more fully ; but to argue 
from this that a system of control, if successful, must therefore 
also be complicated is not necessarily sound. At various times 
the number of committees and officials, separate yet all neces- 
sarily in liaison, makes one marvel at the complexity of the 
organisation which was established, but it also makes one wonder 
whether an enormous w^astage of effort was not entailed, while 
if business can really bo more or less efficiently conducted under 
such circumstances, it would seem tliat many of the arguments 
against socialistic bureaucracy are not worth much in practice. 
In 1917 there were eight central organisations concerned in the 
export trade without including the various local committees, and 
the buying agencies of foreign countries ; this may, in Sir Richard’s 
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words, bo “ eloquent testimony to the importance and com- 
plexity of this branch of the coal industry,’' but there is an 
equally eloquent testimony that “ simplicity is the keynote of 
organisation.” 

Sir Richard’s view that financial control might have been 
avoided if it had not been for the industrial difficulties in South 
Wales, and that tliis would have been desirable, is extremely 
interesting. Yet one wonders whether financial control was not 
inevitable sooner or later. For the South Wales miners were 
not black sheep in an otherwise white flock : they were simply 
the more active s 2 )irits. The miners in all coalfields not only had 
a steadily increasing grievance occasioned by the lag btitween 
wages and the rising cost of living, but were slowly realising the 
strength of their bargaining position : sooner or later the storm 
would have broken elsewhere if not in South Wales. It is difficult 
also to sec how equal and simultaneous advances could have been 
given without direct financial control, and the ]\Iincrs’ Federation 
would have left no stone unturned to secure an object, which 
by tending to equalise the general level of wages in all districts 
was in direct line with principles formulated long before the case 
was reinforced by the common rise in the cost of living. 

The book is packed with interesting subjects, and Sir Richard 
must have found it hard to curtail his explanations and comments. 
The emphasis which he lays on ‘‘ coal power ” as given by the 
intense dcFuand for our exportable surplus and by the control 
of neutral shipping which we were able to exercise through our 
possession of the world’s coaling stations, will come as a surprise 
to those who have not studied the international aspects of the 
industry. Sir Richard rightly justifies the use of that power 
during the actual war years, and equally condemns the national 
profiteering which took place in 1919 and 1920 at the expense 
not only of neutrals but of our late allies, and which precipitated 
and greatly aggravated our own troubles in 1921. The arrange- 
ments for the regional disposal of coal at home, and the consequent 
economy in rail transport, the success attained by the rationing 
of domestic coal and its unexpected result in jiromoting a greater 
consumption by the poorer classes, the comparative failure to 
inculcate economical use of coal in the liomc, or through an up-to- 
date use of electrical power for industry and transport, the 
difficulties which had to be faced in maintaining adequate supplies 
of timber, plant, horses, fodder, and even candles— all these, not 
to mention such bigger issues'" as the supph^ of man -power, arc 
fully and adequately described. One thing perhaps is lacking; 
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the recorder of history should have regard not only to what men 
did, but to what they were tliinking. It is a difficult matter, 
but in many w'ays it is the most valuable contribution which a 
contemporary can make. From this book it would be hard to 
grasp the attitude of the different parties affected, or to appreciate 
how feelings changed as events succeeded each other. It may bo 
best for us in the present to forget, but this will not be the duty 
of the future historian, who may feel that he has not been so 
adequate^ served b}’' Sir Richard in this as he has been in most 
other respects. 

Any scientific and strictly impartial study of trade-union 
history is always welcome. Many people perliaps labour under 
the delusion, which is certainly not fostered by those pioneers, 
that Mr. and Mrs. Webb in their monumental work have said 
all there is to be said, or at any rate all that need bo said. In 
consequence trade-union history has been somewhat neglected, 
despite the fact that it is a field of most useful and necessary 
research. One is inclined to wonder, however, whether Mr. 
Welbournc has been ivell advised to spend so much time and 
patient labour, as he must have done, in writing his history of 
The Miners' Unions of Norllunnherlard a id Durham. For the 
great age and early predominance of the North-Eastern coalfield 
have made an exceptional appeal to historians at various times, 
and we already possessed a very fair knowledge of the particularly 
interesting history of trade-unionism in this district. On th(? 
other hand, we have no such knowdedge in regard to most other 
coalfields, and we should have been still more grateful to Mr. 
Welbournc if ho had broken completely now ground, and spent 
his time and energy in attem2:)ting to fill some of these blank 
spaces. 

Mr. Welbournc has, however, produced a book which will in 
most respects supplant all previous works on the subject. His 
special contribution would seem to be the systematic extraction 
of evidence from contemporary local newspapers : a more arduous 
work than most men have previously been prepared to undertake. 
As a detailed record of events his book is invaluable, though even 
in this respect there arc one or two curious omissions ; but as a 
history it is less satisfactory, for in several places he allows detail 
to obscure the really important issues, and he hardly devotes 
a proportionate amount of attention to those issues in comparison 
with that given to minor and relatively unimportant details. 
For example, he has not achieved a clear picture of the evolution 
and gradual alteration and disappearance of that most funda- 
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mental system, the Yearly Bond, and even as regards the chief 
landmarks, one has to turn to Mr. Webb’s little book— of the 
existence of which Mr. Welboiirnc seems totally unaware — to 
learn that in Durham, at any rate, it was in the year 1810 that 
the Bond first included the guaranteed paymcJit of half-a-crov\Ti 
a day if the pit was idle for more than three days. This is a 
historical fact, the truth about which is far more important than 
the enumeration of many little local disputes. Again Sir R. 
Redmayne is quoted by Mr. Webb as asserting that tlie great 
strike of 1844 “ gave the death-])Iow ” to the Yearly Bond, after 
which it was increasingly replaced by fortnightly contracts. Mr. 
Welbournc does not mention this in connection with the strike, 
and the reader is only slightly safeguarded against the supposition 
that the Yearly Bond was still the universal practice until its 
final abolitioii in 18G0. 

There are also other curious omissions in this book. Mr. 
Welbournc makes no mention of the gc'neral stirrings of trade- 
union tliouglit and activity anumg tlie minors of all coalfields as 
the result of Alexander Macdonald's early campaign. In their 
isolation the northern pitmen may have remained unaffected; 
if so, it is a point worthy- of note. Even more striking is the fact 
that throughout the ])ook we failed to find any Jiiention of the 
check-v.'cighcrs, aiul a final refiTonce to the hidex confirmed this 
omission. If Mr. AVell)oiinie thinks the inllucnce of the institution 
of check-weighers negligible, he should have advanced arguments 
in support of his view, since most students regard this infiuence 
as of fundamental ijuportance to the development of trade- 
unionism among the miners. 

]\Ir. Welbounie has, however, thrown new and interesting 
light oJi many points. Th.e wealth of detail does certainly 
produce a strong local colouring. He offers some suggestive 
remarks on the beneficial aspects of some restriction of individual 
output in the early years before tins practice was designed to 
infiuence prices. He emphasises the undoubted fact that in 
remedying the hard conditions of certain grades, notably of the 
drivers and j)iittcrs, mechanical improvement has been a far more 
powerful factor than legislation. The various causes which led 
to the separation of the two counties in 18G4 are clearly brought 
out, and the statement of the (lifficullics with the ^liners I?cdera- 
tion over the eight-hours day is a just arid balanced exposition. 
Throughout, Mr. Welbournc pre.servTs an admirably judicial 
and unbiassed attitude, though in the lust chapter one is incliiK'd 
to wonder whether he understands the new school of thought 
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led by Tom Mann and Keir Hardie sufficiently well to effect a 
true comparison with the older principles of Burt and Wilson. 

In our opinion the book would have been more valuable if 
Mr. Welbourno had incorporated some short slcctch of general 
trade-union development in the other coalfields by way of contrast 
and complement to the admittedly isolated history of Northum- 
berland and Durham. He has confined himself altogether too 
exclusively to local history. For example, ho fails to link on the 
local events of 1844 to the widespread movements produced by 
the Union of Miners of Great Britain (called by others the Miners’ 
Association of Great Britain), while one would think that the 
work of Roberts, the Pitmen’s Attorney-General, was confined 
entirely to the north. For this and other reasons pointed out 
above, while Mr. Welbourne deserves thanks for providing a 
detailed and careful record of local development, his method 
of presentation is not wholly conducive to the formation of broad 
historical judgments or practical conclusions. J. W. F. Rowe 


The Worker and the State: Wa^es^ Hours, Safety and Health. 
By Frank Tillyard, Esq., M.A., M.Comm., Barrister-at- 
Law, Professor of Commercial Law at University of l^ir- 
mingham. (George Routledge & Sons. 1923. Pp. 298. 
lOs, 6d.) 

The purpose of this book is well stated by the author, namely, 
to furnish an exposition, historical as well as critical, concerning 
the interference by the State in the relationship between the 
employer and the employed for the purpose of securing the 
health, safety and general well-being of the latter. The appear- 
ance of the book is timely owing to the increasing scope of State 
interference with the employment relationship as regards wages, 
hours, health and safety ; and in particular, because at the moment 
the position of the Trade Boards, Workmen’s Compensation, and 
adjustments in hours and wages are to the fore not only as ques- 
tions of industrial practice, but also as problems of practical 
politics. The author’s experience as Chairman of Courts of 
Referees of the Birmingham District and Chairman of Trade 
Boards makes him well qualified therefore to deal with the 
subject. In his preface the author meets and disarms one of 
the general criticisms that may be made, namely, that the treat- 
ment frequently becomes general and the subject-matter lacks 
the detail required by the advanced reader, or the reader seeking 
minutely authoritative reference; but this, as the author 



1923] TILLYARD: THE WORKER AND THE STATE 


535 


explicitly states, results from his desire to avoid a detailed book 
of reference and to furnish instead a broad and critical account 
of the law on the subject. The error of over-accumulation of 
facts is carefully avoided, and the data provided bears the hall- 
mark of practical experience and authoritative legal reference. 

Section I is principally an introductory section dealing with 
the general contractual relationship between employer and work- 
man apart from statutory interference and experiments in 
industrial legislation. It includes a shrewd review of the legal 
position between employer and workman. An interesting section 
deals with the position of the piece-worker in the foregoing respects. 

Section II furnishes a short historical summary of the various 
experiments undertaken by the State in the interests of the worker 
in the various forms of industrial legislation of the past fifty 
years, and in particular since 1906. Outstanding examples are 
selected from the Tjuick Acts, the Factory Acts, Mines Acts, 
Workmen’s Compensation Acts, and the Minimum Wage legis- 
lation. The author’s conclusion is that in a general Act the method 
of definition is superior to the method of enumeration, that the 
system of central inspectorate is advantageous despite its limita- 
tions and the new device of internal inspection or self -inspection, 
that legislation on arbitrary lines not preceded by experiment is 
dangerous. The tendency is for the devolution by Parliament 
of the working out of accepted principles to a definite Government 
department. The difficulties with regard to the fixing of a 
minimum wage arc carefully explained, including references to 
its application through the Trade Boards Acts, 1009 and 1918; 
the Coal Mines Minimum Wage Act, 1912; the Corn Production 
Act, 1917. 

The chapter dealing with State interference with regard to 
wages is probably one of the best in the book, particularly the 
sections showing the advantage held by the employer where the 
only existing wage agreements arc verbal. Much detail is fur- 
nished respecting the w’ork of the Trade Boards Acts (which 
bears the stamp of being derived from practical experience), 
the Check-weigher system in the mining trade, the application 
of the Truck Acts, and the use of tickets and the particulars 
clauses in the textile trades. The summary and review of the 
statutory enactments for the ascertainment of wages represent 
an excellent piece of work, but the author rightly emphasises 
the equal importance of proper statutory safeguards for the 
payment of wages, when ascertained, and also of proper statutory 
facilities for recovering wages when a breach of contract occurs, 
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Section III deals with the prohibitions, complete and partial, 
imposed by the State on the hours of labour. The important 
connection is pointed out between the regulations restricting 
excessive hours and provisions for securing the safety and 
health of the worker. The section is divided into four chapters. 
Chapters I and II review the restrictions upon the hours of 
labour from the first legislation down to the present generation. 
Chapters III and IV detail and explain the application of recent 
legislation and restrictions upon the hours of work of women, 
of that indefinable quantity, “young persons,’’ and of adult 
males. These chapters leave a very good impression on the 
reader, the detail given being much richer and fuller from both 
a legal and a general point of view ; in particular the important 
connection between the Education Acts, the Factory Acts and 
the Workshop Acts, and the pernicious S 3 "stem of half-time 
emplo^unent of children are well explained. The reader is sur- 
prised at the extent of j^ow’crs vested in local authorities to 
legislate through byc-law's for the protection of children within 
their areas. In fact, one is left with the definite impression 
that the educationalist as Avell as the economist would do wtII 
to study the pow^ers of local authorities in this respect, to examine 
the employment clauses in the Education Act, 1918, and the 
provisions of the Employment of Children Act, 1903. Some 
interesting proposals arc made for co-ordination bct\vccn fho 
local authorities, the education authorities, the juvenile branches 
of the Employment Exchanges, and the School Medical Officers 
with a view to control satisfactorily the conditions under which 
young persons are emploj^ed. The sections dealing with the 
stringent legislation as regards meal-times, overtime, night work, 
and employment by shifts are specially interesting, and reveal 
not only the author’s practical knowledge of the subject, but a 
general interest in the efficient working of regulations designed 
to ameliorate the conditions under which some industries are 
carried on. 

Section IV is decidedly topical and of current interest, dealing 
with the action of the State to secure the safety of the worker. 
The necessity for rigid enforcement of precautions for the pre- 
vention of accidents is easily established by the alarming character 
of the statistics of accidents occurring in industries, especially in 
view of the high percentage, 25 per cent, to 40 per cent., of all 
industrial accidents which a recent annual report of the Chief 
Inspector of Factories adopts as the percentage of preventable 
accidents if all practicable means are taken. The number of 



1923] TILLYARD: THE WORKER AND THE STATE 537 

accidents which occur in industries in a single year is enormous ; 
for example, in 1919 compensation was given in respect of 3,293 
fatal cases, and 365,176 non-fatal cases. Expressed in terms of 
loss, inelHciency and wastage, this must represent a very serious 
drag upon the productive capacity of the nation. The problem 
of securing safety in industry has been attacked chiefly in two 
ways : (a) by compulsory provisions for safety inserted in the 
Factory Acts and the Mines Acts, making the employer liable to 
pay damages or compensation for accidents which really arise 
out of the work, and (b) by the inspection and investigation of 
accidents with a view to the discovery and institution of further 
preventive measures. 

Since 1903 efforts have been made to utilise further voluntary 
efforts in the shop and safety committees, because experiments 
at home and abroad show that in addition to legal safeguards, 
reduction of accidents can best be secured by obtaining the 
interest and co-operation of the employees and officials through 
safety committees. In fact the prevention of accidents is now 
regarded as a sound business proposition in view of the compensa- 
tion liabilities resting upon the employer and the effect on 
productive efficiency. 

The interference of the State to secure the safety of the worker 
is dealt with in three cliapters provided. Chapter I examines in 
detail the safety regulations laid down for factories, mines and 
railways. We suggest that few persons are aware of the minute 
detail in which these provisions are laid down, not only for 
mines, but also for factories, railwoys and other enterprises. 
The author must be congratulated not only upon the assembling 
of the data concerning the regulations relating to this subject, 
but also upon the skilful manner in which the facts and principles 
have been marshalled. The whole question of compensation to 
injured workers is examined. Even a casual knowledge of this 
matter and its prominence in the proceedings in the County 
Courts and Courts of Appeal indicate its extreme importance, 
not only to the employee, but also to the employer. The original 
liability for accident as existing under Common Lcaw is carefully 
explained, in particular as regards the class of accidents for which 
the Common Law gave no remedy. The subject bristles with 
subtle difficulties, but the technical j^oints of law involved are 
explained in such plain language that the layman readily appre- 
ciates the actual position. References to actual cases decided 
at law and illustrated in practice facilitate the author s explana- 
tion. The widened application of the Act of 1906 is well illus- 
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trated, together with the exact meaning of much-debated terms. 
We suggest that it would be a decided advantage if every employer 
and employee were supplied with a copy of the matter dealt with 
in Chapter II, not only on account of the importance of the 
subject to both parties, but also because of the excellent manner 
in which its legal and practical complexities are explained, 
e.g. the conditions under which liability arises, the extent of 
the injury or incapacity resulting, the amount of compensation 
legally secured to the various parties concerned, and the provisions 
under which payment is ensured. The review of recommendations 
of recent departmental committees on the question of workmen’s 
compensation is also extremely interesting. 

Chapter III deals with the notification of accidents, a dull 
subject, as the author readily observes, but one having the most 
important bearing upon the development of safety regulations, 
and, if we may say it, the question of workmen’s compensation 
as well. 

Section V deals with the interference of the State to secure the 
health of the worker employed in the various industries, especially 
those of a character inevitably dangerous to health, and to secure 
proper sanitation, ventilation and cleanliness. The orders 
relating to bakehouses and laundries are of interest to the general 
public as well as to the workers in the industries concerned. 
After nearly sixty years of progressively increasing legislation, 
elaborate provisions are now in operation. The first object has 
been to legislate against specific evils like industrial poisoning 
and specific industrial diseases, insuring early notice of the 
existence of the poisoning or the incipient disease, and making 
the medical man the first line of protection. The record furnished 
by the Health Register is a very valuable provision, and the 
welfare orders in force since 1917, carried out frequently in 
co-operation with the local Public Health Authorities, deserve 
very careful attention. 

It is encouraging to note that the precautions employed arc 
meeting with considerable success and reducing the incidence of 
industrial disease, yet the necessity for such precautions is proved 
by the fact that despite them, a considerable number of cases 
occur each year in which there is clear connection between the 
class of disease and the occupation concerned. 

The book contains three useful appendices : (A) illustrating 
the difiiculties of joint industrial councils without compulsory 
powers; the other appendix (B) shows by tables the Trade 
Board rates of wages in force or proposed on August 20, 1920; 
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and appendix C is a careful summary of recommendations of the 
Cave Committee on the Trade Boards Act. 

We wish that this report had appeared before the present 
volume was passing through the press, as we believe its bearing 
on the subject-matter of the volume would have been well 
indicated by our author; wc can only hope that report will 
servo as subject-matter for a further volume from his pen. 

The index is complete and furnishes a ready means of reference 
for the reader. 

In conclusion, wc must state that the volume admirably 
fulfils the purpose indicated by the author. It will without 
doubt commend itself as a ready and readable source of reference 
not only to the legal iTractitioner involved in disputes between 
employer and employee, but also to the employer and the repre- 
sentatives of the working people who arc directly interested in 
the vital subject of State interference with the conditions of 
employment, as also is every member of the body politic. In 
fact, we cannot recall any subject in which the community is 
more directly concerned, either from an economic or a social 
point of view, Wc believe that the matter will receive still 
more attention in the future because the present-day movement 
for extending State interference with the conditions of labour, 
especially as regards health, hours and safety, is a movement 
with moral as well as physical ends; and this, as the author 
generously points out in Section III, is in turn a part of the general 
movement for securing ampler conditions under which all classes, 
and in particular those from which the industrial workers are 
drawn, “ can enjoy life and attain to a wider existence than is 
afforded by the erstwhile round of working, feeding and 
sleeping. . . 

George R. Carter 


7 he Labour Party s Aim : a Priiicism ami a Re.stalemeut. By 
seven members of the Labour Party. (London : Allen and 
Unwin. Pp. 99. Price Lv. C(/.) 

There is a remarkable and instructive contrast between the 
two ingredients of this volume, the criticism and the restatement. 

On the one hand, the axithors renounce many of the shib- 
boleths commonly associated with the profession of bocialism. 
They discern the deceptive ambiguity of catchwords such as 
“ Will of the People,^^ “ Right to Work,’’ “ Self-determination,” 
“ Workers of the World Unite.” The doctors as well as the 
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dogmas of Socialism aro treated with scant respect. We read of 
the ‘‘ obscurities and fallacies ’’ of Marx, of ** the Marxian with 
his metaphysical gospel of the class war ” and ‘‘ the yet more 
metaphysical Communist.” “ The statements of Mr. Eamsay 
Macdonald and Mr. Snowden have never been comprehensive.” 
The Guild Socialists “ are in danger of repeating one idea only.” 
Even the Webbs have unduly omitted ‘‘ international issues ” 
from their Socialist commonwealth. The writers themselves 
cannot bo accused of insularity. They recognise the diflBculties 
in the way of Socialism caused by the various mentality of 
foreign nations. They “ take account of forces which go to the 
making of war.” They ensue peace, yet not as blind pacificists, 
but tentatively, and prepared, with respect to this and other 
objects, in the application of general principles to take account of 
specific circumstances. At home, too, the authors* outlook is 
wide. "Jliey have not developed a ‘‘ class-consciousncss ** which 
can recognise no merit in the ranks of the bourgeoisie. ‘‘ No 
Socialist need fear to admit that the lives of the well-to-do are 
generally busy.*’ Economic principles aro not disowned. The 
population question is net passed over in silence. ‘‘ No Socialist 
community could exist in which there was reckless and unthinking 
procreation of children.” 

On the other hand, the cardinal principle of Socialism as 
conceived by the authors, namely, the “ abolition of capitalism,” 
is reaffirmed by them with peculiar emphasis. Abolition is 
represented as the only remedy for three great evils which the 
institution called Capitalism involves. “ First, the mass of the 
populations whicli live under it aro unfreo and insecure.” 
“ Second, our society is one of conspicuous inequality.” “ Third, 
service does not, while ownership does, constitute a recognised 
title to the right to control the whole productive process,” The 
proximate means for abolishing these evils are stated more 
roundly and definitely than w^e might have expected from the 
tenor of the passages which wo first cited. For example, ‘‘a 
Socialist society trnisi first eliminate insecurity by guaranteeing to 
all its members the essentials of civilised existence ” (author’s italics). 
Again, the House of Lords is to bo entirely abolished as wholly 
inconsistent with Socialist principles. 

Without attempting to combine the two elements which we 
have distinguished, we commend them respectively to two classes 
of readers — ^those who, in seeking to escape from the evils attri- 
buted to Capitalism, go some way, but not the whole way, with 
our authors, and those who go as far or further in that direction. 
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There are those who, taught by Bentham or Sidgwick, admit the 
desirability of reducing the inequalities of wealth. But their 
aim at this object is obscured by prospects of difficulty and 
danger; and their high purposes lose the name of action. The 
faith and youthful ardour which inspires the restatement of the 
Ldbour Party's Aims should stimulate those Academic Socialists 
and incite them more earnestly to look out for and apply safe 
remedies for the undoubted evils pointed out by the authors. 
The negative portion of the work will be useful to another class 
of readers. They will reflect that if mistakes have been so often 
made by distinguished Socialists in the past, the like may again 
occur. The same cause, a limited experience and too narrow 
outlook on human affairs, may still operate. Is it certain that 
members of the Labour Parly arc conversant with the practice 
of investment and enterprise ? Can they be trusted when they 
announce that “ Socialist saving will be effected chiefly by 
deduction at the source " (after the manner of “ directors of 
joint-stock enterprises "] rather than by investment out of income 
abeady paid to individuals? Would joint-stuck enterprises be 
multiplied without the willingness of individuals to run the risk 
of investment ? Would and should Governments run such risks 
on behalf the citizens ? The reflections thus suggested instil the 
important lesson w^hich Cromwell taught wfficn he adjured the 
Kirk to think it possible they might be mistaken. The lesson 
which the authors indirectly convey has not been learnt perfectly 
by themselves. They retain much of what in CromwolFs phrase- 
ology might bo described as “ carnal confidence.” We regard 
with great diffidence their ready remedies for the evils which 
they attribute to Capitalism. Their “ guarantee ” of a com- 
petence to all which we have mentioned might not bo operative 
if the almost complete abolition of property which they contem- 
plate should result in a general impeverishment such as that 
which fanatical theorists have brouglit about in Russia. To 
“ lay down ” that “ there is no normal right of absolute individual 
ownership ” might not suffice to obviate “ the divorce of labour 
from control.” Our doubt is fortified by the opinion of author- 
ities to whom want of regard for the interests of Labour cannot 
be attributed. Mr. and Mrs. Webb in their remarkable brochure ^ 

1 What Syndicalism Means : an Examination of the Origin and Motives of the 
Movement, with an Analysis of the Proposals for the Control of hxdustry. By Sidney 
and Beatrice Webb. Published as a supplcn ent to The Crusade, by tho National 
Committee for the Piovention of Destitution (37 Norfolk Road, Strand), London, 
August 1912. (There is a Frencli translation of the brochure in the Library of 
the British Museum.) 
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entitled Wliai Syndicalism Means thus sum up their discussion of 
the proposal to abolish the wage-system : “ We must frankly 
accept the situation that in such industries, for instance, as 
railways and shipping . . . engineering and textile manufactures 
and otliers run on a largo scale, there is no way of getting rid of 
the wage-system — if by that is meant the service of men under 
the orders of others, in return for uniform weekly allowances wliich 
will bear no relation whatsoever to the actual productivity of their 
particular labour week by W'cek.” Not realising the situation 
thus clearly exliibitcd, the seven members of the Labour Party 
fail, in our judgment, to establish their main thesis; that the 
abolition of Capitalism is the one object to be aimed at, in pre- 
ference to the reforms and palliatives suggested by other members 
of the Party. 

F. Y. EDGEWOllTli 


Oermamfs Capacity to Pay. By H. G. Moulton and C. E. 
McGuire, with the aid of the Council and Staff of the Insti- 
tute of Economics. (London : McGraw-Hill Piiblisliing (\). 
1923. Pp. xiii -f- 384, 8vo.) 

The detachment of the United States from European affairs 
happily does not extend to the intellectual sphere, and we have 
to thank American investigators for some of the most useful 
contributions which have yet been made to the study of the 
financial problems of PJurope. Tlie Institute of Economics has 
been established by the Carnegie Corporation of New York 
“ with the single purpose of ascertaining the facts about current 
economic problems and of interpreting these facts for the people 
of the United States in the most simple and understandable 
form.” This book admirably fulfils the aspiration of the Insti- 
tute. When it claims that “ the findings which it submits in 
this volume are believed to be as conclusive and trustworthy as 
would be thovse of any commission ” the reviewer sharpens his 
critical pencil; but after careful study of the volume he will 
probably be prepared to endorse the claim. An official inquiry 
would, no doubt, have a greater effect upon public opinion. 
But it could hardly better the method, the honesty, thoroughness 
and lucidity of this essay. 

Its seven chapters deal with : What i)aying Foreign Debts 
involves, Germany’s International Balance of Accounts, What 
Germany has paid and how, German Foreign Trade Require- 
ments, The Budgetary Problem, The German Monetary Situa- 
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tion, How France met the Indemnity of 1871, and International 
Impheations of the Problem. Eiglit valuable Appendixes are 
devoted to Germany’s International Trade and Financial Accounts, 
Estimates of Gains from the Sale of Paper Marks, Foreign Pur- 
chascs of Urban Real Estate in Germany, Methods of Accounting 
of the Rcparalion Commission, Clearing House Operations, The 
Valuation Problem in connection with German Treaty Fulfilment 
Budgetary and Taxation Questions, and a Summary of the 
Principal Official Proposals for Settlement of the Reparation 
Problem from 1920 to 1923. The information is so well con- 
densed that a precis is impracticable within our limits of space, 
but it is impossible to praise too highly the vigilance and skill 
with which a mass of useful information has been got together 
and interpreted. We should have liked another Appendix 
setting out the powers and duties of the Reparation Commission 
and what it has done. What it has not done is to provide public 
opinion in this country and other countries with such adequate 
information as would have made private research of this character 
unnecessary. 

The authors have a firm grasp of economic reasoning and 
show great skill in dealing with the difficult statistical problems 
involved. They prick the bubbles of many current fallacies and 
point out numerous pitfalls in the use of the figures available. 
They avoid dogmatism. The clarity of their exposition of past 
and present conditions is equalled by the modesty with which 
they refuse to predict the future. Tlicy assert fearlessly that 
the ability of Germany to develop an export surplus is the essence 
of the whole reparation problem, and that “ the total capacity of 
Germany to pay will be measured by the excess of her exports 
of goods and services rendered to foreigners over the imports of 
goods and receipt of services from foreigners.” It may be urged 
that the cancellation of blocks of external debt should bo re- 
garded as “ receipt of services from foreigners ” ; but although 
the authors show clearly the difficulties and limitations of in- 
creased production and diminished consumption within Germany, 
they do not argue completely this side of the problem. The 
chapter on the Budgetary Problem is open to some criticism 
mainly upon the weight of emphasis, but many of the factors are 
not precisely ponderable and the qualitative analysis throughout 
leaves little to be desired. Everyone who wants to understand 
the Reparation question should make haste to read this book, 
and will feel grateful to the Institute for providing its staff with 
the leisure and means to carry out an inquiry which would 
No, 132, — VOL. XXXIII. o o 
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have been hardly a possible task to an unaided individual 
investigator. 

If, as wo hope, a new edition is called for, the authors might 
find it useful to consult the late Mr. O’Earrcll’s study of the 
payment of the French indemnity of 1871, and the reader would 
be helped by a bibliography of the sources which have been 
utilised. 

Henry Higgs 


Consequencias economicas de la guerra, Por Francisco Bernis. 

(Madrid : Marstre. 1923. Pp. 388.) 

The consequences of the Great War to the leading countries 
of Europe form the subject of this study. A certain priority is 
given to the experiences of Great Britain, in accordance with the 
author’s predilection for the institutions of our country. This 
feeling is finely expressed in the dedication of the book : “To 
England, the country eternally young, ever originating new ideals 
and improved practice, model of the economic institutions of the 
Continent, and native land of the greatest economists.” The 
statistical data showing the consequences of the War are given 
in fuller detail for Great Britain than for the other countries 
except perhaps for the author’s own. These data are arranged 
under the leading heads of economic science, production, dis- 
tribution, consumption, foreign trade, money and so forth. The 
statistics could, of course, be obtained from other sources ; but 
there is some advantage in their presentation in a form which 
permits of comparisons. What cannot be obtained elsewhere is 
the author’s original speculations about the causes and connec- 
tions of the phenomena. We do not venture to offer an abstract 
of his theory, not having quite grasped the thread of his thought 
which connects the consequences of war with the conception of 
an economic cycle. It is much to bo wished that this part of 
the volume could be presented in an English translation, so that 
the economic significance of Professor Bernis’ theories might be 
appreciated by those who are even less familiar with the Spanish 
language than the present writer. The same suggestion may be 
made with reference to the chapter on Money and Banking. 
Professor Bernis, who plays a loading part in the conduct of the 
Bank of Spain, speaks with authority on this subject. Much is 
to be gained by following out his illustration of what we may 
call the Flow of Money. We become better able to answer 
questions like the following : If a manufacturer borrows a sum of 
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his bank and aftor a certain day returns a larger sum, where is 
this increment of money obtained ? The zone in which “ the 
metamorphosis of 100 into 110” takes place is not improperly 
termed a mysterious zone. In this connection Professor Bernis 
refers with approbation to Karl Marx’s Capital; not, as we 
understand and hope, to the famous — or rather infamous — theory 
of “ Surplus,” but to some part of the Marxian lucubration 
which has evidently, says our author, not been read by his bitter 
critics. Professor Bernis speaks with authority on Marxian 
literature as having been the author some years ago of an appre- 
ciative study on “ Karlos Marx.” As it appears to us, our author 
has not done much for his case by appealing to Karl Marx. But 
he has done something for the reputation of Marx by adding to 
the small number of competent economists and talented writers 
who have expressed admiration for Das Kapital, 

F. Y. Edgeworth 

Trade, Expenditure, Taxation and Money. By Francis W. 
Hirst. Johannesburg : Council of Education, Witwaters- 
rand (London : Longmans, Green & Co. Pp. 70). 

This little book is a reprint of certain of the lectures which 
Mr. Hirst delivered during his recent tour in South Africa. The 
first two dealt with the business outlook in South Africa and the 
need for economy, the later ones with taxation, currency and 
the foreign exchanges. It need hardly be said that Mr. Hirst’s 
attitude to all these problems is sound enough, though there are 
one or two points in his exposition which may well bo queried. 
Is it quite true that “the more the tax-gatherer collects, the less 
can the people expend ” (p. 17 and also p. 21) ? In the long run 
the welfare of the community must suffer if certain services, 
such as police protection, public health charges, education, etc., 
are not met, and in these cases at any rate it is not by any means 
certain that a shilling off the income tax is going to increase 
spending power 5 per cent, all round. Mr. Hirst is here rather 
too closely following the letter of the old Gladstonian spirit of 
thrift ” (p. 27). The problem of how much the State should take 
in taxes cannot be solved on these lines. Again, on p. 62 we 
read, ** the new paper money [of South Africa] professes to be 
gold money — sterling — but it is not gold and it is not sterling. . . . 
Such an expression as ‘ the sterling exchanges ’ is an abuse of 
words, so long as the £1 note is a piece of paper inconvertible into 
gold.” If Mr. Hirst chooses to define the “ pound sterling ” as 
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113 grains of fine gold, of course the paper pound is not gold nor 
sterling, but if any one chooses to say that the pound sterling 
was originally so much silver, was then so much gold, and is now 
a mere unit of account with only paper representatives, I do not 
SCO that Mr. Hirst can really complain. The important point is 
to attack inconvertibility and the whole policy which has tempted 
the most important gold-producing country to worship a paper 
calf, and this Mr. Hirst does admirably. Most trained economists 
will find this little book rather too elementary, but as an intro- 
duction to the important subjects with which it deals it ought to 
be useful. Even economists of more mature standing may find 
it interesting to have a record of how Mr. Hirst spent IO 5 . 4d. in 
June 1921 in the acquisition of a collection of foreign paper money 
(pp. 50, 51). jMr. Hirst would have saved a considerable amount 
if he had waited till June 1923, for he bought when marks were 
265 to the £ and Austrian crowns 2400 ! 

T. E. Gregory. 

A Study in National Finance. By T. J. Kiebnan, M.A. (Dublin : 

The Talbot Press, 1923. Pp. 96.) 

There is a manifest need, at the present time, for some work, 
exploring the Economic Consequences of the Irish Peace. There 
is need for an impartial and thorough examination, in the light 
of recent events, of the Financial Relations between Great 
Britain and the Free State on the one hand, and Northern Ireland 
on the other. There is need for some consideration of the problems 
of Double Taxation, arising between Great Britain and the Free 
State. There is need for an inquiry into the possibility of 
adjusting the Free State’s tax system to its peculiar economic 
conditions. There is need for some pronouncement on the Irisli 
Fiscal question. None of these matters, so far, has been handled 
thoroughly by economists — though by the time these lines appear 
in print, the report of the Fiscal Commission may have been 
issued. 

Here, then, is a splendid opportunity for Irish economists, 
I took up Mr. Kieman’s work on National Finance full of 
expectation. I was destined to be disappointed. The Financial 
Relations between Great Britain and the Free State are not even 
mentioned. The Fiscal question is dismissed in a few hasty linos. 
Three chapters, indeed, are devoted to a discussion of Double 
Taxation — but they are mainly composed of large slices from the 
writings of Sir Josiah Stamp, the Royal Commission on the 
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Income Tax and the Finance Act of 1920. Two chapters are 
also given to “ National Finance,” of which the following passage 
is typical : “ It is immaterial what treaties or republics we may 
win, we cannot become a real or self-respecting nation so long as 
we remain the employees of British capitalists. Wo consume 
British goods; it is because we are not a nation, except in 
sentiment. All the oratory from pulpit or platform, all the 
blood . . .” etc., etc. 

To speak in general : for slovenly thinking, superficial treat- 
ment and emotional irrelevance, Mr. Kicrnan*s work would be 
hard to beat. 

J. Lembeuger 


Gleitende Wdhrung. By W. Harburger. (Munich : Dunckcr 
and Hunblot. 1923. Pp. viii + 80.) 

Gullivers WdhruTigssanieruvg, By W. A. Gatzen. (Munich : 
Ante-Portas Vcrlag. 1923. Pp. 80.) 

Back to Prosperity, By Henry and Margaret Loweneeld, 
(London ; EflSngham Wilson. 1923. Pp. 268.) 

Die Volkerhank, By Hans Heymann. (Berlin : Ernst liowolilt 
Verlag. 1922. Pp. 62.) 

The existence of fleas is defended on the ground that they 
provide animal creation with a constant stimulus to energy. 
The existence of currency cranks ought to be defended on much 
the same grounds. Were it not for them, would it be possible 
to maintain an active interest in so arid a subject as money? 
True, there are politicians, but world wars are of infrequent 
occurrence, whilst the monetary crank we have always with us, 
and the monetary disorders of the world have given him an 
unusual opportunity. 

Herr Harburger provides us with an interesting suggestion. 
The evils of monetary inflation can be avoided — if only a country 
practises “ planmassigc ” Inflation : that is, if it reckons with 
the fact that inflation raises prices. All that need be done is 
to adjust all contracts accordingly. The currency being in- 
creased by X units, raising prices by an amount y, all contracts 
(including contracts to repay deposits at banks) must be revised 
so that at the new level of prices eaeli creditor receives tlie same 
volume of purchasing power. The result would bo a taxless 
state in which creditors have justice done to them, taxation 
being replaced by the (temporary) gain from inflation. 
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This, of course, is the direction in which things have tended 
in Germany. But why, in this case, inflate? And, moreover, 
is it true that inflation under these conditions can go on in- 
definitely? The facts show that prices rise more than in pro- 
portion to the degree of inflation, owing to sellers anticipating the 
future, so that the value of the currency is finally nil. 

Herr Gatzen’s pamphlet cannot be compared with Herr 
Harburger’s, which at any rate deals scientifically with its 
subject (for the greater part it is a mathematical statement of 
the case). Herr Gatzen provides us with an almost unreadable 
blank-verse poem of twenty-eight pages, in defence of stablisation, 
with an appendix (in English, German and French) consisting 
of “ The World s Winding-up Plan.’’ What is necessary is to 
draw up a “ Sociological Balance Sheet,” add up all fixed assets 
in terms of gold (including capitalised taxes) and compare them 
with liabilities (also in terms of gold). The writer continues, 
“ The point is, that these two sides don’t balance ! But whereas 
for deep sociological reasons they must balance, they have to 
be made to balance I ” Why a country should not owe more 
than the sum-total of its property is not stated — ^for the world 
as a whole obviously the two sides must balance. After all 
this nonsense, we get to the currency point — reckoning in terms 
of gold units. But what has the “ Sociological Balance Sheet ” 
to do with it ? 

The authors of Bach to Prosperity belong to the Kitson- 
Oswald Stoll school of writers on Money. The gold standard 
is unstable, still more unstable is paper money. All that is 
necessary is for paper money and token coins to be issued, by a 
new corporation, which will have a monopoly of issue. The 
‘‘ new discovery ” is simply that such money is to be issued 
only against first-class trade bills ; for by this means the growth 
in the volume of money and the growth in the volume of goods 
which are the “ cover ” for the money arc co-ordinated. There 
is nothing surprisingly new in this demand : from the days of 
the Bank Directors of 1810 down to the present day it has 
always seemed the right thing to practical men to issue more 
money, “ so long as the security is good.” “ Such a supply of 
bills may not exist at present in newly constituted countries or 
in those which are inadequately developed commercially. But 
the advantages which the proposed facilities for the discounting 
of bills offer are so immense to all concerned that the demand 
is likely rapidly to create a superabundant supply of them. 
Experienced business men are not likely to anticipate diflScuIties 
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in this respect. . . . Money so issued can never interfere in 
any way whatsoever with prices of commodities and the progress 
of trade.” It is seldom that authors so completely expose the 
dangers of their own proposals. 

Dr. Heymann’s pamphlet also rejects the necessity for a 
gold cover. “ The real security for the obligations of a note- 
issuing bank lies in the ability to realise the credits granted by 
it.*’ This is, of course, to confuse the banking standpoint with 
the currency one. The author desires an International Note- 
bank. He wants the notes issued by tliis Bank to be regulated 
“ nach den besten Grundsatzen der Gcldsschopfungstheorie,” 
again falling back on the idea that there can be no harm in 
issuing notes so long as there are ‘‘ real values ” behind them. 
In addition to the International Bank there are to be in each 
country Reconstruction Banks, making the actual loans. Long- 
period loans arc to be secured by means of insurance policies, 
based on mutual insurance of the borrower's assets, acquired 
by means of the loans. The Reconstruction Banks are to issue 
debentures, payable in the new notes, so that these will bo 
cancelled as the investment market takes over the task of 
financing. The idea of an international note is, of course, 
hopelessly impracticable : the principle of inconvertibility most 
dangerous, whilst the idea of mutual insurance seems to have 
been taken over by the author from current German practice. 

T. E. Gregory 


Les TMories Morictaires de VEconorniste CasscL By Alexander 
Yovanovitcii-Fogler. (Paris : Jouve & Cie. 1923. Pp. 
154 and chart of exchanges.) 


The monetary theories of Professor Cassel, so far as they 
immediately concern the present situation, are too well known 
at first hand to English readers to require exposition by another 
writer, and criticism also has been sufficiently plentiful. But 
Dr. Yovanovitch-Eogler goes back to 1899 and shows how Pro- 
fessor Cassel’s doctrine about the practical problem of the 
present is linked to his more general theory of price, and this 
will bo useful to students of the subject to whom the original 
works and translations are inaccessible. It is rather startling 
to be told “ la revolution doctrinaire en matierc monetaire, 
commenc6c au d6but dii. vingtieme sieclc, n’a pas 6t6 inaugur6e 


pas Knapp, mais par M. CasscL” 

The book is full of misprints, having 
printed elsewhere than in France. 


been to all appearance 
E. Cannan 
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Principles of Comparative Economics, By Dr. Radhakamal 
Mukerjeb, with a Preface by M. Raphael Georgbs-Levy. 
(In two volumes. Vol. I, pp. xxviii + 336. Vol. II, pp. 
vi + 446. London : P. S. King & Son.) 

Not satisfied with the way in which the principles of economics 
are expounded by the writers of systematic treatises, the author, 
who combines an extensive knowledge of the three sciences, 
psychology, biology and sociology, with that of economics, 
undertakes in Vol. I, which is meant to be theoretical, to trace 
economic phenomena to their psychological, biological and 
physical origins, and to revise, in the light of the fuller know- 
ledge so obtained, the fundamental principles of economics. 
He then proceeds to discuss the tenet that in every region there 
must be different economic categories and types, since the 
physical, biological and sociological conditions vary, and points 
out that the East is the home of communalism, the characteristic 
features of which, according to him, are “ the emphasis laid on 
communal as against individual property in the family as well as 
the village, the attachment to the land and homestead, the 
co-operative organisation of village life and economy, the 
preference of man to the machine in crafts and workmanship, 
and lastly the strong predilection for human and social values in 
the scheme of social ethics and ideals.** In Vol. II ho elaborates 
the theory of communalism and describes at length the economic 
institutions of India with a view to illustrating the realisation of 
the ideal of communalism. Many points of criticism at once 
suggest themselves. Although it is true that the various branches 
of knowledge are intimately inter-related and the dependence of 
economics, especially, on psychology is great, yet the fact remains 
that economics and psychology are concerned with different 
things. The economist accepts the data supplied to him by 
psychology, but does not busy himself with the phenomena of 
conseiousness as such. Further, it is not true to say that 
economists do not deal with man as he is but with a truncated 
human being called the economic man. They do nothing of the 
kind. They deal with a man of flesh and blood and not with an 
abstraction. Nothing could bo clearer than what Marshall 
has to say on this matter in his Principles of Economics, The 
author, in spite of his excursions into the fields of psychology and 
biology, has not brought out any features of importance neglected 
by economists. On pp. 64 and 65 of Vol. I objection is raised to 
the determination of wages of labour without taking into account 
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the requirements of healthy family life and child-rearing. It 
is difficult to understand how the author could raise such an 
objection in view of the fact that all writers on Political Economy 
take this aspect of the matter into consideration when they are 
dealing with the question of the standard of living. Even at 
the risk of appearing pedantic wo may quote the following 
remarks of Flux for the author’s benefit. “ Wages must in 
fact cover the necessaries of the wage-earners and the dependent 
members of the class as well, those too young to earn, tliose 
engaged in rearing children, those too old to support themselves.” 
The author does not appear to appreciate the significance of the 
work of the leading English writers, and his attacks on them are 
pointless. 

Vol. II is a eulogy of communal conditions of life. The 
industrial organisation of the countries of Western Europe is 
criticised without a sufficient understanding of the spirit under- 
lying it. One may sympathise with the author that the railway 
engine, the steamship and the telegraph wire have broken the 
isolation of continents and disturbed the rest of peaceful little 
village communities, but it is difficult to see how a return to 
the simpler conditions of village life is possible when these 
destructive and highly desirable agencies are at work. The 
picture of the economic institutions of India that he draws is 
fanciful, and fits neither the fragmentary records that wo possess 
of early conditions nor the living reality. What share in the 
culture of communal life could have been within the reach of 
ordinary persons like the members of the low castes ? Even at 
the present day they dare not draw water from the same well, 
they dare not pollute the precincts of the village temple, they 
dare not take part in the feasts of the village, their children dare 
not sit with those of the higher castes to receive instruction in 
religious lore. As regards other communal benefits, the conduct 
of the village money-lender, not only now but from time 
immemorial, is an eloquent negation of the high maxims of the 
ethical code on which the author dwells. There is not, and there 
never was, organisation of agricultural credit on a co-operative 
and communal basis. Had it not been for the interference on 
the part of the foreign dispensers of law and justice, the bulk of 
the peasantry would have been delivered as chattels into the 
hanc^ of the so-called suppliers of credit on a communal basis. 
One would like to know more from the author about the interesting 
process by means of which the Indians have conquered Matter 
through Spirit and Spirit through Matter. They have all along 
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prayed for more rain for the production of cows and wheat, but 
one may be pardoned for doubting whether any of these desirable 
goods have descended from above in response to such appeals. 
Famines have been a constant visitation, but until very recent 
times no measures of any importance were ever taken to divert 
the water of rivers flowing idly into the sea to agricultural land for 
the production of more cows and wheat. The author has been 
very much disturbed by the spectacle of the recent war and its 
after-results. Serious doubts arise in one’s mind as to whether the 
European patients for whom the prescription is written will be 
allured by the excellence of communalism. Certain it is that the 
industrialists of Western India would like to cure the evils of 
Western civilisation by the introduction of more civilisation — a 
hair of the dog that bit them. 

In conclusion, a tribute must be paid to the excellence of the 
volumes considered as a product of modern machines. They 
contain only a few misprints ; e, g. on p. 272, Vol. I, Five- 
Feddan Law becomes Fide-Feddan Law; democratic becomes 
democrative, p. 6, Vol. II, and four pies appreciate in value 
and are equated to one anna on p. 184, Vol. II. The price of the 
two tomes is rather high in relation to the “ specific worth ” of 
their contents. L. K. Hyder 

The Co’O'peralive Movement in India. By Professor Panchan- 
ANDAS Mukherji. Third Edition. Calcutta : Thacker, 
Spink & Co., 1923. Pp. Ixxx + 468. 

The third edition — which is, as the author explains, almost 
an entirely new book, so much of it has been rewritten — of 
Professor Mukherji’s well-knowm story of the progress and 
extension of what is called “ The Co-operative Movement in 
India ” will be welcomed by readers familiar with the subject 
even more than for the undoubtedly interesting narrative (in 
a book of almost official standing, bound to be both full and 
accurate), for the encouraging indication given in the well- 
framed counsel and warnings offered, that the Government is 
fully alive to certain dangers which at the present moment, at 
what may be termed a turning-point in its history, undoubtedly 
threaten the Movement,” and that it is generally in agreement 
with those w^ell-considered warnings. 

The Co-operative Movement has in India run a course of 
singularly triumphal progress. Professor Mukherji is just a 
little incorrectly informed upon its origin and genesis. That 
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genesis was not in any wise due to the not very well conceived 
preachings and abortive experiments ventured upon in India 
here spoken of, but to the vigorous and judicious championship 
of the late Sir Charles Bernard, at that time at the head of the 
Revenue and Agricultural Department in the India Office, of a 
well-conceived proposal communicated to the Secretary of State 
in 1894. Readily seizing upon this proposal under sound expert 
advice. Sir Charles worked that idea into practical shape, and 
procured its acceptance in principle. Then came the Conference 
at Simla in 1900 and the masterly perfecting and adapting work 
done by distinguished public servants— it will suffice here to 
mention the names : Ibbetson, Law, MacLagan and James 
Wilson,” and the idea became ripe for execution. 

The Movement ” has achieved signal, in fact so brilliant 
and encouraging success, as to inspire that widespread and eager 
desire for its extension to a large number of other interests — 
besides that of ryot life and husbandry to which it has up to 
the present remained confined — which is now so noticeable in 
India. That desire is perfectly justified, and the remarkable 
number of interests to which it is directed should be welcome. 
For there is an immense amount of good and useful work waiting 
to be done in India that Co-operation, and perhaps only Co- 
operation, can successfully accomplish. But that, as Professor 
Mukherji evidently perceives — though he does not quite put his 
dots on his “i’s” — the “Co-operative Movement in India” is, 
in its present form, not qualified to accomplish. Judged from 
a genuinely co-operative point of view it is, in fact, still so 
imperfect and wanting in the required effectiveness, as scarcely 
to deserve the name of “ Co-operative.” For “ Co-operation ” 
distinctly implies that the work done under it is done by 
the beneficiaries themselves, and under their sole, unfettered 
direction, on their own full responsibility. And that the “ Co- 
operative ” work now done in India most evidently is not. It 
consists in truth only of “ Co-operative ” methods borrowed 
from elsewhere and applied — ^in some cases in direct opposition 
to accepted “ Co-operative ” principles — ^by two distinct bodies 
of persons — ^beneficiaries on one side, and directing non-bene- 
ficiaries and patrons on the other. The cause of this, of 
course, is, as the Professor rightly points out, the as yet 
absolutely hopeless ignorance of the mass of beneficiaries, that 
is, the ryots, who have not the least inkling of what true Co- 
operation ” means — coupled with the laudable, but to some 
extent dangerous, eagerness of those administering the move- 
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ment to produce “ results.” There is, as Professor Mukherji 
clearly perceives, and emphatically insists, only one way of 
repairing this regrettable state of things, that is, by going to 
the root of it, and greatly extending Education. But such 
Education, the education of the ryot, wants to bo in the main 
not the academic method commended by our author on the 
recommendation — very one-sided it is — of Dr. August Muller, 
but really popular Education, what an American writer has 
termed “ a veritable campaign of Education.” 

To produce the ‘‘ results ” sought the India officials have not 
unnaturally taken refuge in not a few cases in mechanical non- 
co-operative methods, wliich place the determination of what is 
to be done altogether out of the hands of the beneficiaries, who 
— as Mr. Collins points out — should above all things be taught 
“ to think and act for themselves,” in order to leave it in the hands 
of well-meaning but purely administering officers. Among such 
devices, perfectly suitable to the momentary position, but 
already taking too much the appearance of being designed for 
permanent acceptance, are the Guaranteeing Union and the con- 
centration of all executive power in the keeping of Central Banks, 
which are in truth conceived as, not the masters, but the servants 
of the body of members. These things cannot, so our author 
points out, be permanently maintained witfiout serious damage 
to the principle of Co-operation. Ryots must under all circum- 
stances be made to learn what duties fall to their share as 
members, and led to execute them. 

That is one point rightly put into prominence by Professor 
Mukherji. 

However, the fact most in evidence to the public view in the 
present condition of the Indian ” Co-operative Movement ” is 
the feverish eagerness to apply “ Co-operative ” methods to, and 
infuse Co-operative spirit into, a large number of industries and 
businesses not yet brought under its sway, the number of which, 
as suggested, is really most creditable to Indian initiative. How- 
ever, when we come to an examination of the undertakings 
suggested, one b}^ one, we are faced with some really grotesque 
aberrations of judgment. Observation — we cannot call it 
“ study ” — of European methods of Co-operation has become 
a regular rage in India. Anglo-Indians appear captivated by 
the idea of singling out comparatively new departure for observa- 
tion and recommendation. They sec State Jielp largely applied, 
and on the other hand democratic seizing upon such developments 
as the bracciante movement, and, often enough on the ground 
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of pure pop-visit study or hearsay information, recommend these 
things impressively for imitation, without considering the seamy 
side of what they praise up, or the dilTerencc in circumstances 
prevailing. Native Indians are given to diving into the wonders 
of English and Scotch Wholesale Co-operation, the splendour of 
which dazzles their eyes to the carrying away of all judgment, 
and return home to preach the assumed all-saving Jidvantages of 
concentrating upon “ Consumers’ ” Co-operation on Manchester 
and Glasgow lines even in India, with its low standards of life— 
which is like recommending Gnjerat husbandry on the tops of 
Himalaya mountains. It would do these hyper-enthusiasts good 
to hear the comments of the Manchester Wholesalers, who recently 
visited India, upon proposals to connect Indian Distributive 
Co-operation in a business way with the Manchester wiiolcsale 
trade. 

India wants Distributive Co-operation, and ought to study 
gradually to acclimatise it. But that will have to bo on the 
lines of Toad Lane, not of Balloon Street. Balloon Street 
splendours may come later. 

Professor Mukherji perceives the unreasonableness of this 
newly generated megalomaniac raving, and warns against it 
seriously. He has good advice to give on alternative forms 
of Co-operation, and docs excellent service in insisting upon 
the necessity of adopting Co-0])eralivc methods for the de- 
velopment of those “ small ” industries which are an Indian 
life-interest and, as w^e know from the highest authority, full 
of promise. He is thoroughly at home on this subject. Whether 
he is not over-sanguine in looking for early adoption of Labour 
Co-partnership in Indian factories, must be another question. 
But it is highly interesting to note the really rather surprising 
evidence of India Labour's readiness to adopt hracciante and 
similar methods of Co-operative Labour-autonomy, supported 
by Mr. Strickland's remarkable instance of such operation already 
practised in Cashmere. Professor Mukherji might have gone 
further than he does on the point of our fondness for copying foreign 
methods, and insisted that the time has now come when, a good 
enough foundation having been laid, Indian Co-operators should 
study to make Indian Co-operation, not a copy of European, but 
to give it a racy, native character, an Indian speciality. 

Omnivorous devourer of Co-operative literature as he appears 
to be, the Professor, it seems, has still to learn that European 
Co-operative partisan writers cannot bo depended on on all points 
implicitly. Allusions made by him to what is going on in Franco 
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and Germany suggest this. However, this is a very minor point 
in a literary product of unquestionable value. 

Henry W. Wolff 


A Critique of Economica. By 0. Fred Bouckb, Professor of 

Economics at Pennsylvania State College. (New York : 

The Macmillan Company. 1922. Pp. i~viii + 305.) 

The task which Professor Boucke has attempted in this work 
is one well worth attempting. Professor Boucke cannot, however, 
bo congratulated on its successful accomplishment. He has read 
widely in Logic, Psychology and Epistemology, but the gift of 
communicating his accumulated knowledge to others ho does not 
possess. He writes, too, in an appalling jargon. His work, 
however, is not without merit. It should bo very useful as an 
irritant. Regarding it in this light, I content myself with stating 
its main points. 

The object of A Critique of Economics is to show what changes 
are necessary to bring Economics into harmony with current 
facts and concepts in allied sciences. Statics and the mathe- 
matical method, price mechanism, laws of income, valuation 
and productivity — all of these hinge on theories, framed not by 
economists primarily, but by thinkers in alien fields. Changes 
in these theories must affect Economics. Especially important 
are changes in theories of human nature. The rejection of 
eighteenth-century “ sensationalism has proved fatal, not 
only to many economic “laws,” but to all that is important 
in the orthodox methodology. The relation of induction to 
deduction, of statics to dynamics, and of statistics to induction 
must be restated. Professor Boucke attempts to use his extensive 
knowledge of recent psychological literature, not merely to 
criticise economic doctrine, but to sketch a new economic 
methodology. 

In the criticism of economic doctrine, which occupies the first 
part of his work. Professor Boucke devoted chapters to Valuation, 
Price, Distribution and Production. His thesis is that the 
groundwork of orthodox Economics has gradually crumbled, 
because of changes in sciences, basic to the old discipline of 
catallactics. On the subject of valuation he concludes that the 
recent work of psychologists has shown clearly that intensities 
of wish or want, such as the economist is interested in, are not 
ascertainable by any known methods. Valuations and wants 
are too elusive, too complex and too individual to be useful for a 
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science of catallactics. The derivation of laws of price from a 
study of human nature must be held impossible. But even apart 
from its unsound psychological basis, the accepted theory of 
price can no longer hold for other reasons. Price is a resultant 
of far more facts or events than the traditional analysis has 
permitted us to understand. We have no right to picture all 
elements as working through supply and demand. A variety of 
facts, physical and otherwise, must be considered, if a law of price 
is to be discovered. An abstract price analysis has the virtue 
of simplicity, but what if this is its only virtue ? So much for 
Price. With regard to Distribution if we revise our idea of 
causation in the light of prevailing conceptions of scientific 
knowledge, we must abandon a theory of imputation, either as a 
causal or an ethical fact, in order to find thereby the specific 
contributions made by an individual agent of production. Having 
disposed (as he believes) of the “ fundamentals ** in the accepted 
theory. Professor Bouckc delivers his verdict on “ Marginism.” 
Now that he has conclusively shown the unsoundness of their 
psychological premises, “ Marginists must abandon the 
“ Margin as a standard for measuring differentials. “Margins, 
however. Professor Boucke admits, do mean a refinement of 
analysis, but they provide no ultimate scientific explanation. 
They are a device for dialectics, a fiction convenient for mathe- 
maticians engrossed in “ functions,” but hardly a solid basis for 
generalisations. Price, income and productivity laws, in fine, 
are not what they seem to be. Ileal quantitative laws have not 
been found in these divisions of Economics. 

In the second part of his work Professor Boucke turns to 
problems of methodology. He examines the principles of 
inference from the psychological standpoint, though with due 
regard for the purely logical side. He discusses law and causation. 
Ho considers the methods by which science in general arrives 
at laws and decides upon causal connections. Finally he applies 
his conclusions to Economics in particular. 

Professor Boucke *s position is this ; the orthodox methodology 
of Economics rests on that very psychology which few to-day 
deem worthy of serious consideration. Sensationalism, a formal 
logic, handed down from the Middle Ages and a theory of induction 
whose canons John Stuart Mill has given currency — ^these are 
the backbone of the orthodox methodology. But if Economics 
is to become, more strictly than heretofore, a factual science, 
reducing abstractions to a minimum and taking the world in 
substance as it is, the key to an economic methodology will lie 
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in modern psychology, in the observation of what science actually 
does to obtain its generalisations, and in a careful examination 
of law and causation, free from all historical bias. The distinction 
between causation and law, except as aspects of one and the 
same situation, the distinction between law and correlation, in 
the sense that one is causal, but not the other, must bo abandoned. 
Abandoned, too, must be the sharp separation of induction and 
deduction and the designation of Economics as a deductive 
science with a purely conceptual basis. Lastly, we must cease 
to recognise two kinds of economic laws, the static and the 
dynamic, with the implication that the former is either self- 
sufficient or a necessary adjunct of economic research. If we 
wish to correlate social events as they occur, we cannot count 
on the restriction of the number of factors that the advocates 
of statics demand. Statics must be eliminated by studying 
things exactly as they are, irrespective of their intricacies. 

J. Lemberqer 

Argonauta of the Western Pacific. By B. Malinowski, Ph.D., 

D.Sc. With a Preface by Sir James Frazer, F.B.A., F.R.S. 

(London: Routledge; New York: Dutton & Co. 1922. 

Pp. xxxii + 627.) 

The primitive economic man,^^ as he appears in the hand- 
books of Economics of half a generation ago, is a rational being 
with very few needs, which he satisfies by the simple procedure 
of stretching out his hand for the abundant fruits of Nature — 
if he is fortunate enough to live in bounteous tropical countries— 
or of tightening his belt if he lives in less hospitable regions. 
Professor Karl Bucher of Leipzig (an economist endowed with 
more than usual insight and ethnological knowledge) has shown 
us in his Industrial Evolution an extremely simplified picture of 
primitive economic life. The earliest stage lacks, according to 
him, all economic organisation, is in fact pre-cconomic, and in it 
we have to imagine the savages collecting individually their food 
and their most primitive utilities. Then follows the stage of the 
self-sufficient household economy in which the tribe consists of 
domestic units only, each supplying its own wants. But the 
social school of economists (cp. Schwiedland Anfdnge und Wesen 
der Wirtschajty 3rd edition, Stuttgart, 1923), as well as some 
anthropologists, who took more careful stock of economic problems 
(Hobhouse, Vierkandt, Thumwald), have come to challenge these 
conclusions and have shown that there is a vast borderland 
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between economic and other social activities, very important 
for tho earlier stages of evolution and conspicuously differentiated 
and organised. Now a field ethnologist, educated and lecturing 
at the London School of Economics, is able to substantiate with 
considerable wealth of material these conclusions. In a significant 
preliminary article published in tho Economic Journal (March 
1921), Dr. Malinowski examined some systems of Western 
Melanesia, and comes to the conclusion that “ primitive economics 
are not by any means the simple matter we are generally led to 
suppose. In savage societies national economy certainly does 
not exist, if we mean by the term a system of free, competitive 
exchange of goods and services, with the interplay of supply and 
demand determining value and regulating all economic life.’’ 
But “ we find a state of affairs where production, exchange and 
consumption arc socially organised and regulated by custom 
and where a special system of traditional economic values governs 
their activities and spurs them on to new efforts. This state of 
affairs might bo called Tribal Economy.” 

In the present book Dr. Malinowski describes in a detailed 
manner a remarkable type of exchange called by the natives Kula. 
This exchange has a semi-ceremonial and semi-economic character. 
Economic in so far as the natives manufacture goods, organise 
some of their institutions and act under tho stimulus of value. 
Ceremonial in so far as the objects have no practical use, but play 
some part in their tribal festivities and rites. The main value 
of these objects, however, which arc ornaments but seldom used 
for personal decoration, lies in tho traditional prestige associated 
with their possession. These objects of value travel along an 
extensive trading route which embraces many communities 
living on several archipelagoes, to the north-east of New Guinea. 
” Each of these articles, as it travels in its own direction on the 
closed circuit, meets on its way articles of tho other class, and is 
constantly being exchanged for them. Every movement of the 
Kula articles, every detail of the transactions, is fixed and regu- 
lated by a set of traditional rules and conventions, and some acts 
of the Knla are accompanied by an elaborate ritual and magical 
ceremony.” 

Several features in this institution will no doubt appear of 
importance to economists. First the large size of its sociological 
and geographical extension. Accustomed as we are to think of 
native institutions in terms of considerable limitation, it is 
interesting to find among savages a truly international pheno- 
menon, which must have contributed a great deal to tho mixture 
No. 132.— VOL. XXXIII. ^ ^ 
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and spread of culture. For an economist this is the more remark- 
able, as the stimulus in this institution is provided by a specific 
desire for gain. Tlie savage psychology of gain and value, the 
attitude of primitive man towards wealth, economic prizes and 
valuable ornaments is brought to light in this work by a detailed 
and convincing analysis. For Dr. Malinowski has studied the 
savages at close quarters, remaining in the same tribe for 
months and years and, in the words of Sir James Frazer, “ he 
has done his work under the best conditions and in a manner 
calculated to secure the best possible results,^* living “ as a native 
among the natives, watching them daily at work and at play, 
conversing with them in their tongue, and deriving all his infor- 
mation from the surest sources.” 

The results that we are given — a great number of magical 
spells, a series of intimate observations on economic psychology 
among savages, some statistics, sjmoptic tables and other docu- 
ments — will serve to reconstruct our idea of primitive economic 
man. We are shown the strange mixture of greed and generosity, 
the expenditure of effort and the stinginess of foresight, the love 
to grasp and the passion to bestow, in all their complexity and 
unexpected interplay. In chap. vi. the author gives an altogether 
novel version of the psychology of gift and exchange, and shows 
that there exists an elaborate system of economic transactions, 
performed to satisfy the savages’ vanity, his desire for display 
and a truly millionairish mania of keeping constantly in the 
public eye by sheer lavishness. 

Again, the notion of primitive communism is shown up and 
dissected into its true constituent parts. We are left with the 
impression, that in a fight of principles a savage would rather 
range himself on the side of the bourgeois than of the bolshevik. 

The book will prove valuable in many respects, not only to 
those who are interested in primitive economics or in industrial 
development, but also to those who wish to widen and test the 
conceptions of value, utility and the other fundamental principles 
of economics. Eugene Sciiwibdland 


Histoire des C(yrporaiions de MUiers, By E. Martin Saint-Leon. 
(Librairie Felix Alcan, 30 fr.) 

The appearance of the third edition of M. Martin Saint-L6on’s 
Histoire des Corporations de Mitiers presumably means that what 
has long been the standard history of French gild organisation 
has now assumed its final form. It is a book to which there is 
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no complete parallel among English economic histories. Pro- 
fessor Unwin has written masterly studies of gild development 
in a particular city, London, and for the period from the fifteenth 
to the seventeenth centuries. Professor Ashley has given one 
of his most illuminating chapters to the subject. A number of 
different writers have produced accounts of the gild history 
of particular towns and trades. But since Brentano first broke 
new ground in his celebrated essay nearly two generations ago 
no one, so far as I am aware, has attempted to tell the story 
of English gilds from start to finish in the manner which 
M. Saint-L6on has undertaken for Erance. 

This method has its disadvantages. Like the phrases “ open- 
field tillage and “ enclosure,” the word ‘‘gild” implied widely 
different types of organisation at different periods, and the reader 
who follows it from the twelfth century to the eighteenth must 
constantly remind himself that, though the name remains, the fact 
has changed. Nor can any institution be handled satisfactorily 
unless it is related to the other phases of the economic environ- 
ment in a way which is hardly possible in a history covering, if 
one includes the introductory chapters on origins, the best part 
of a thousand years. But, when all is said, the advantages of a 
continuous history, at least in M. Saint-L6on’s hands, outweigh 
its drawbacks. To judge a movement or an institution fairly 
one must have its whole life before one. Some not unimportant 
misconceptions as to the English “ gild system ” — if a discredited 
phrase may be permitted — woiddhavc been avoided, if it had been 
studied in the period of its decay in the later seventeenth and 
eighteenth centuries as fully as at its zenith in the later Middle 
Ages; and not the least instructive chai^ters of M. Saint-Leon’s 
book are those in which the interest is almost pathological — 
in which the “ fraternities ” (though the word does not seem to 
have been used in France) are shown labouring heavily in the 
organised torpor of their economic egotism, the butt of intel- 
lectuals and an offence to social reformers. When the length 
of the period covered is considered, the quality of the book is 
very high. The author, in addition to being himself familiar 
with the more important original sources, has kept abreast with 
scholarship in France and abroad, with results which are incor- 
porated in this edition. The apology with w’hich, on page 618, 
he begins an ‘‘ epilogue ” of over 140 pages, carrying the history 
of the “ id6e corporative ” from 1791 through the trade union 
and syndicalist movements down to 1922, is not needed, for 
the recent history, though necessarily somewhat summary, is 
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excellently done. Altogether, M. Saint-L6on*s book deserves 
to stand side by side with those of Levasseur as indispensable to 
every student of the economic and social history of France. 

It would be absurd for one who has not travelled over the 
same ground to attempt to discuss M. Saint-L6on’s conclusions 
in detail. The gild merchant first appears in France at St. Omer 
and Valenciennes in the last quarter of the eleventh century — 
the date when the earliest English gild merchant (that of Burford) 
is first mentioned, and at the beginning of the next century the 
Parisian marchands de VeaUy or Hans, are in possession of large 
privileges. The earliest craft gild appears to bo that of the 
cordwainers of Rouen, mentioned in a charter of Henry I ; a little 
later several craft gilds arc found at Paris, and in the last half 
of the century they spread rapidly. The points which have 
produced most discussion in connection with the problem of 
origins are probably two : — Can any connection be traced between 
French gilds and Roman collegia ? what relations had the craft 
gild to the gild merchant ? On the first, M. Saint-L6on 
steers a middle course, arguing that in certain cases (c. g. the 
Parisian marchands de Veau) direct descent is probable, dismissing 
the theory, which attempts to find a seigneurial origin for 
gilds, and urging that their origin was in fact complex — linger- 
ing Gallo-Roman traditions of professional association combining 
with Germanic and Christian influences, and both being stirred 
into life by the communal movement. On the second he speaks 
with perhaps unnecessary diflidence. As far as England is 
concerned, Bretano’s view that the craft gilds originated in a 
revolt of artisans against a dominant class of merchants has long 
been discarded, and M. Saint-Leon docs not adduce any evidence 
suggesting that it is more applicable to France. 

Nearly three hundred pages, including appendices on the 
history of particular localities, are given to gild organisation in 
the thirteenth, fourteenth and fifteenth centuries. This part 
of the book is admirable. An analysis is offered of gild rules, of 
the relation of gilds to public authorities, of the different classes 
composing them, and of the policy of the state when, after the 
middle of the fourteenth century, state policy becomes important. 
Naturally, it raises points on which opinions will differ. 
“ fttudier Thistoire dcs metiers, e’est done 6tudicr dans ses 
sources les plus profondes Vhistoire du peuple.” But what 
proportion did the members of craft-gilds form of the total 
population of mediaeval France or England? It is conceiv- 
able, at least, that they were a comparatively small working- 
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class aristocracy, M. Saint-L6on supplies some valuable figures 
from a tax roll of 1292 , which throw some light on these questions. 
The total number of gilds then in existence at Paris appears to 
have been 128 ; the total number of masters is estimated as 
approximately 5000 out of a population which, it is sug- 
gested, may have been about 215 , 000 . He is doubtless correct 
in emphasising the smallness of the number of journeymen in 
comparison with that of the masters. But is it equally certain 
“ qu’au moyen &go (abstraction faite des villes de Flandre) il 
n’existait par encore un proletariat ” ? Italy should be added to 
Flanders as an exception, and, even so, the matter is one on 
which a good deal more evidence is wanted. It may be questioned, 
again, whether M. Saint-Leon’s interpretation of gild-rules as to 
hours and wages is not somewhat too optimistic. “ Du reste, tout 
ce petit mondc antique ctait fortement irnbu des id6cs chreti- 
ennes sur le juste salaire ct Ic juste prie ; . . . un regie puissante s’im- 
posait tons et d’unc maniere gcneralc exigeait pour chacun le 
pain quotidien promis par TEvangele.'’ The document which he 
quotes to illustrate the fixing of a minimum wage is an arbitration 
of 1270 for the weavers. But, owing to the peculiar organisation 
of the textile trades, it w^as common in England, at least, to fix 
minimum rates for weavers at a time when maximum rates were 
being fixed for workers in other industries, and it would not be 
safe to infer that this particular case represented a general i)olic3\ 
The great ordinance of 1351 , which is the French version of 
the Statute of Labourers, fixed a maximum wage, and it is 
probable that, as in England, gilds, governed as they were by 
masters, normally did the same. The truth is that in the thir- 
teenth and fourteenth centuries the W7\ge-problom, owing to the 
ease with which a man could set up as master, was normally one 
of the scarcity of labour rather than of its abundance. 

Down to the end of the sixteenth century the gild history of 
Franco goes, with minor variations, through almost exactly the 
same phases as that of England : the extraordinary similarity 
in the economic history of European nations suggests, indeed, how 
misleading economic histories which are planned on lines of nation- 
ality almost inevitably are. Gild ordinances arc almost identical ; 
in the fifteenth century there is the same closing of the ranks and 
imposition of heavy charges on the would-be master, the same rise 
of journeymen’s organisations wdlhin the gilds, and the same 
attempts of the authorities to suppress them. InFrance as in Eng- 
land, the State assumes a new relation to industry in the sixteenth 
century, and, in doing so, finds itself committed to interfering with 
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gild organisation, limits in 1677 the fees which may be demanded 
of apprentices, and tries to make the gilds the instrument of a 
national system of industrial control by the ordinances of 1681 
and 1697. The latter present some analogy to the policy of the 
Statute of Artificers ; still more, perhaps, do they resemble the 
various measures by which in the sixteenth century Parliament 
attempted to bring rural industries under municipal control. 
The special characteristic of the later gild history of France is 
the predominance at every turn of the fiscal interests of the State, 
which has its English parallels in the screw which Elizabeth 
and the first two Stuarts turned on the City Companies, but which 
the civil war prevented from reaching the portentous heights in 
England which it achieved in France. The expedient of selling 
lettres de maiirise had been begun as early as the reign of Louis XI. 
In the seventeenth century the gilds slid into the position of 
being the milch cows of the Government. Colbert’s edict of 1673 
requiring general enrolment in gilds was merely one of a long 
series of similar measures the objects of which, however, concealed 
beneath lofty phrases, were primarily fiscal. 

The history of the French gilds in the eighteenth century is a 
melancholy one. But it is highly instructive to English readers. 
For, while in contemporary England the remnants of gild organ- 
isation were little more than an antiquarian curiosity which might 
arouse the indignation of economists like Tucker, but which had 
little practical importance, in France the gilds stood stiffly on their 
ancient privileges, were attacked and defended on high grounds 
of social theory, and, finally, fell with a crash in 1791. The 
controversy lasted for about forty years, became a test case in 
the struggle between reformers and the economic policy of the 
ancienne rigime, and enlisted men of first-rate ability on both 
sides of the question. Thanks to the famous edict of Turgot, 
and to the victory of its policy after the fall of its author, the 
arguments of the prosecution are known better than those of the 
defence. But the champions of the latter were prepared to meet 
the storm by making concessions ; Delacroix’s pamphlet, which 
appeared in 1776, was a plea for conservative reform; and 
M. Saint-L6on evidently thinks it a misfortune that Turgot did not 
attempt to find a compromise : Supprimer, au lieu de les 
conserve! en les transformant, les institutions corporatives . . . 
abandonner Partisan aux suggestions mauvaises de I’isolement 
social et de I’individualisme, c’6tait peut-6tre . . . faire acte 
d’imprivoyance et 14guer k I’avenir un dangereux heritage.” 
The verdict is not unlike that of the Hammonds on the Enclosure 
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Acts, and it finds some support in the large number of cahiera which 
demanded in 1789 that gilds and companies should be reformed 
without being abolished. Whether that policy was possible in 
the seventies is another question: Maurepas* experiment in 
reconstruction, which followed the fall of Turgot, does not seem 
to have been a success. In 1791 it was too late even to suggest 
it. They were abolished in March of that year as an incident 
in the passage of a finance bill. Three months later the policy 
of freedom of contract was carried to its logical conclusion in 
the measure introduced by le Chapelier forbidding “ citizens of 
the same profession ” to take common action sur leur pritendus 
intirits communa. 

The phrase, with its vast implications, is a landmark in social 
theory. The remaining chapters of M. Saint-Leon’s work, in 
which he describes the trade union movement and legislation of 
the nineteenth century, are a commentary upon it. Admirable 
in their lucidity and detachment, they arc a fitting conclusion 
to a fascinating book. 

R. H. Tawney 



NOTES AND MEMORANDA 


League of Nations : Economic and Financial Commission 

Report on Double Taxation svbmitted to the Financial Committee 
by Professors Bruins^ Einandi, Seligman, and Josiah Stamp, 

An unfettered local income tax system is unthinkable in this 
country for the simple reason that, important as are the interests 
of each local authority, they are, quite rightly, regarded as of far 
less importance than the common interests of the nation. In 
the international field there is no such super-national authority, 
and, as a consequence, the task of correlation is at once more 
delicate and more difficult. So, with a view to finding some 
solution to the Double Taxation problem, the League of 
Nations Financial Committee appointed in 1921 a committee of 
four “ experts — the authors of this Report — to report upon the 
matter. To sum up the terms of reference, they were asked to 
explore the economic consequences of “ double taxation,” to 
formulate general principles as a basis of possible international 
agreement, and to report on methods. 

After correspondence, and a conference at Geneva in March 
1923, the “experts” made their report, which is divided into 
three parts : 

(1) Economic consequences of International Double Taxa- 
tion. 

(2) General Principles which govern International compe- 
tence in Taxation. 

(3) Application of the Foregoing Principles. 

And these three parts, as might have been expected, make up a 
very incomplete whole. In view of the fact that the interests of 
Italy, Holland, the United States and this country all differ — in 
particular those of Italy from the others — it is surprising, how- 
ever, that agreement should have been reached at all. 

Part I comprises seventeen pages, and although there is little 
in it that will be new to the expert reader, it may be said to be 
the most careful and complete analysis of the consequences of 
^ League of Nations Publication, E.F.S., 73, F, 19. Two shillings. 
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double taxation ** that has been published. Two classes of 
consequences are distinguished : 

(1) Taxes as burdens upon existing economic rewards; 

(2) Taxes as a burden upon new or potential economic 
intercourse ; 

and it is pointed out that for most administrations — they might 
well have said all — it is well-nigh impossible to differentiate the 
relief given “ for all future time ” between two sections of one 
class of wealth according to a date of origin. They endorse the 
conclusions expressed in the Note on the Effect of Double Taxation ' 
as to the effect of new or increased taxation upon capital invested 
from abroad prior to and after the tax. The position is summed 
up as : 

(1) Any non-resident investor placing his investment in 
Morania (the country of investment), knowing it will bo subject 
to taxation there, throws back upon the borrower the burden 
of the Moranian tax primarily or apparently placed upon him- 
self (the non-resident investor), and, as an investor, is not in 
this event subject to double taxation (Paragraph 8 of the Note). 

(2) Taxation imposed in Morania on investments placed 
there by investors of other countries will act as an impediment 
to the movement of capital to Morania. The reason of this 
restriction of movement is that a marginal quantity of the 
(c. g.) British capital has by reason of the imposition of the 
Moranian tax (contracted with freedom from such taxation) 
been induced to seek other fields of investment (Paragraph 12 
of the Note). 

(3) Any relief from double taxation given in order to 
encourage the movement of capital which, in the absence of 
such relief, finds it unprofitable to move must bo extended on 
practical grounds to all investments, whether old ones or new. 

(4) Taxation imposed in the country of investment, after 
the date of investment, of a weight greater than that antici- 
pated or provided for by the investor will impose double 
taxation in a true sense, from which the investor will find it 
difficult to escape owing to the effect of amortisation (Para- 
graph 21 of the Note). 

The above being adopted as premises, it is contended that the 
following conclusions are their logical outcome : 

(1) Taxation in existence at the time of investment is no 
burden, but is in the nature of a barrier to investment. 

(2) Investments in existence when taxation is imposed 

suffer a burden. 

^ Note on the Effect of Double Taxation upon the Placing of Investments Abroad. 
Submitted by Sip B. P. Blackett. (League of Nations, E.F .S., ICa, A, 16a.) 



668 THE ECONOMIC JOURNAL [DEC. 

The general result of the inquiry into the position of the 
foreign investor is to indicate that the power to tax him is very 
limited so far as Morania, a debtor country, is concerned ; whilst 
the new tax will be an economic handicap to the Moranians 
themselves, by increasing the foreign interest rate and, conse- 
quentially, also the local interest rate. Upon the whole, then, a 
debtor country like Morania should be exceedingly chary of 
levying a now tax upon foreign investments. 

The authors, however, point out that there are some limita- 
tions to the extreme doctrine that the investor throws back 
upon the debtor country the burden of the new tax, and six 
cases are mentioned. Of these, one in particular is worthy of 
mention. It arises from the fact that there is often an element 
of compulsion about the employment of additional capital in an 
existing business, and, although the vagaries of foreign Govern- 
ments are one of the risks of foreign investment, it may be 
admitted that this is perhaps the hardest case of all. The factor 
of compulsion is particularly prominent where the main part of 
the capital employed is represented by immovable assets, e. g, 
the case of a telephone company in a growing centre. Here the 
need for additional capital expenditure tends to bo continuous, 
and it may well be that the foreigner cannot “ get out except 
upon ruinous conditions. A new income tax may well be a 
crushing burden. But so may a new municipal tax based upon 
gross receipts, especially where, as often happens, the power to 
increase rates is refused. 

Summing up, the experts agree : 

(1) That in most cases the imposition of a new or higher 
tax penalises the existing non-resident investor. 

(2) That subject to certain limitations, it prevents non- 
residents from making a new investment unless the terms 
offered by the borrowing country are such as really to throw 
back the burden of the tax upon the taxing country. 

As regards the imperfection in amortisation, the conclusion 
come to is that it is unimportant. One of the factors mentioned 
will, however, strike anyone who has considered the matter as 
being the reverse of unimportant. Up till now it has been 
assumed that the non-resident investor who did not anticipate 
the tax will be hit, and that if he tries to sell out the loss will be 
capitalised in the price. But this will not be the case if the tax 
is part of a general Moranian income tax. A resident there can 
buy the investment and only pay the one tax. In other words, 
the capitalisation doctrine in such cases only holds as regards 
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non-residents in so far as the throwing of investments upon the 
Moranian market may depress local capital values and so increase 
the local rate of interest. 

The Report puts quite well a conclusion which, whilst not 
new, is generally overlooked : 

Hence, double taxation sets up, first, a tendency for new 
investments to be restricted to capital available within the 
borders of the country itself. It acts like a tariff for concen- 
trating manufacture within the country and restricting inter- 
national intercourse. It sets up a tendency for old investments 
to change ownership from foreigners to Moranian investors 
and to make the country still more self-contained. 

Upon the whole it may be said that, looking at the matter 
from the standpoint of a pre-eminently creditor country, there is 
very little case for upsetting an efficient tax system in order to 
secure any mild benefits that may arise from “ double taxation ** 
relief. There is, however, another reaction of which the experts 
are well aware, which should be mentioned. The non-resident 
owner of the investment can avoid the double tax by becoming a 
Moranian or, at any rate, taking himself outside the ambit of the 
British tax. In the case of a business, this means the transfer of 
“ control,” a development which has been somewhat marked of 
recent years and is supplemented by numerous cases where, with 
a view to escaping taxation, enterprises that would otherwise be 
British are foreign ah initio. 

The Second Part of the Report deals with “ General Principles 
which govern International Competence in Taxation,” and the 
preliminary objection may be taken that the heading is misleading. 
It is true that by the terms of reference the experts were asked 
to try and formulate general principles, but it would surely have 
been more scientific for them to have admitted as a preliminary 
that there are no such principles universally recognised as such 
and that what they have done is to try and formulate some. 
This, however, is not the attitude adopted and, as a consequence, 
there is much “ telling ” where “ arguing ” would perhaps have 
been more warranted. 

After a brief reference to earlier theories the “ faculty theory 
or theory of ability to pay ” is declared to hold the field to-day. 
To the objection that faculty does not attach to things and 
many taxes are imposed upon things, the old rejoinder is made 
that ‘‘all taxes are ultimately paid by persons.” But the 
objection may be urged that whilst the experts are professedly 
dealing with taxation in general, their analysis is scarcely 
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applicable to a large part of the subject. Protective tariffs take 
small count of resultant misery amongst foreign producers and not 
much more of the hardship to consumers ; whilst taxes like the 
Indian salt tax show that necessity has to ignore consequences. 
Of course, amongst tho residents of a rich country, there may be 
a careful graduation according to faculty, but taking the world 
as a whole there is and has been scant recognition of the capacity 
of non-residents. There is a further point. Taxes laid upon 
things must, of course, be paid by persons; but tho ordinary 
layman is apt to overlook the fact that a company with 10,000 
individuals as shareholders is but one legal person. By person 
he means individual, and it is not true that all taxes are paid by 
individuals. The taxation as income of tho whole of the profits 
of a company, irrespective of the fact that a large part may be 
capitalised and never distributed as dividends to the shareholders, 
is a very important element in tho practical aspect of international 
income taxation, and is, as at least one of the experts knows 
quite well, a factor which leads an increasing number of British 
companies to go foreign.*' 

Upon what principle, then, should a person be taxed whose 
interests are international ? A number of principles are examined. 
Discussing political allegiance, it is suggested, although no 
evidence is given, that in modern times the force of political 
allegiance has been weakened. Whether this is so or not would 
appear to be immaterial. As a principle of taxation political 
allegiance by itself is not effective, for the simple and sufficient 
reason that in all ages collection of taxes without the agency of 
force has been a barren business. Without an effective “ reme- 
dium ** the jus *’ is not worth much. 

Temporary residence is next considered as tho criterion of 
taxability and dismissed, the commercial traveller being used as 
the case which reduces it to absurdity. But sovereignty, as 
exemplified by a robber chief astride a caravan route, would not 
think it absurd at all. What tho latter would object to is sharing 
his levy with the other Governments within whose territory his 
guests ’* had been trading. Temporary residence breaks down 
more as a practical proposition than anything else. 

The third possible principle discussed is that of domicile or 
permanent residence; and it is claimed that this gets further 
away from the idea of political allegiance and closer to that of 
economic obligation. This principle, in its turn, is found to be 
unsatisfactory. “ For, in the first place, a large part of tho 
property in the town ** — “ town ** seems to be a slip for 
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“ country ” — “ may be owned by outsiders,” and permanent 
residents might be unable to furnish suiHcient revenue ; whilst if 
the income of the residents is derived mainly from outside sources, 
the Homo Government would gain at the expense of its neigh- 
bours. The absentee Irish landlords are given as an illustration 
of the fact that there may be tax obligations upon non-residents, 
whilst it is quite clear that neither Brighton nor Doncaster 
could give up the main source of its revenue. 

Location or origin is next examined and the difficulties and 
drawbacks pointed out. The authors conclude that this, there- 
fore, cannot be regarded as the sole test. Residents owe some 
duty to the place where they live irrespective of the sources 
whence their income is derived. 

Practically, therefore, apart from the question of nation- 
ality, which still plays a minor role, the choice lies between 
the principle of domicile and that of location or origin. Taking 
the field of taxation as a whole, the reason why tax authorities 
waver betw^cen those two principles is that each may be 
considered as part of the still broader principle of economic 
allegiance^ as against the original doctrine of political allegiance. 
A part of the total sum paid according to the ability of a 
person ought to reach the competing authorities according to 
his economic interest under each authority. The ideal solution 
is that the individual’s whole faculty should be taxed, but 
that it should be taxed only once, and that the liability should 
bo divided among the tax districts according to his relative 
interests in each. 

The above passage is, perhaps, the most important in the 
whole Report. In it is born the new principle — Economic 
Allegiance. This is expounded at considerable length and its 
many virtues described. Nevertheless, the reader may, perhaps, 
be excused if he remains entirely sceptical, especially in view of 
its authors’ confession at a later stage. As regards the suggestion 
that this new principle has rci)laccd the principle of political 
allegiance, it is not proved that the latter ever wus a dominant 
principle. Allegiance implies mutual obligations of a definite 
character, but there does not seem to have been much of this 
relationship between the King and the Jew^s prior to their expul- 
sion, whilst the claim by the Crown that the taxation of foreign 
merchants was a matter of prerogative and outside the province 
of Parliament was an obstacle to the latter’s control of taxation. 
As a substitute for political allegiance it is submitted that the 
underlying principle of taxation is sovereignty and that this 
covers all taxes, whether income taxes or tariffs. It may well be 
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that the ideal tax system, which, after all, must be a matter of 
results, can be most nearly approached by an eclectic method, 
and, in view of the multifarious taxes in existence, the statement 
that the tax authorities waver between domicile and origin as the 
principle is hard to understand, unless by “ tax authorities ” is 
meant not “ taxing authorities,** but “ authorities on taxation,** 
e. g, the experts. 

The last two sections of the passage are somewhat am- 
biguous if taken together. The penultimate one suggests 
an international conception of faculty and a uniform scale of 
tax rates. Faculty, from a survey of international taxation, is 
about as definite as “ the size of a nut.’* In the case of income 
arising in different states with different conceptions of taxable 
capacity, which of the conceptions is to be the determining 
factor ? The last sentence suggests that income is to be appor- 
tioned amongst the countries in which it arises and that each 
should deal with its share independently ; and this interpretation 
finds support in later parts of the Report. Such a scheme is 
open to as many objections as the other. It is a moot point 
whether the individual ability of the non-resident should be 
considered in the case of income taxation any more than in the 
case of a tariff. Assuming different effective rates of tax, human 
nature would cause a tendency for income to flourish most where 
the burden was lightest, and this tendency would, of course, be 
resisted by the administrations affected. The amount of irrita- 
tion caused to the taxpayer would inevitably be great ; but the 
practical outcome would be like a granting of the old prayer, 
“ If I must die, let my death come from Spain.” 

Having laid down the principle of “ economic allegiance,” 
the authors proceed to examine it, and the problem is stated to 
consist in ascertaining where the true economic interests of the 
individual are to be found : 

It is only after an analysis of the constituent elements of this 
economic allegiance that we shall be able to determine where a 
person ought to be taxed or how the division ought to be 
made as between the various sovereignties that impose the tax. 

Starting with the assumption that “ economic allegiance ” is 
the principle to bo adopted by the competing authorities, the 
authors proceed to subdivide it into four elements which are 
subsequently embodied in four test questions : 

(1) Where is the yield physically or economically produced ? 

(2) Where are the final results of the process as a complete 
production of wealth actually to be found ? 
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(3) Where can the rights to the handing over of these 
results be enforced ? 

(4) Where is the wealth spent or consumed or otherwise 
disposed of ? 

With regard to these questions the Report states : 

It is important, therefore, to keep in mind the exaet mean- 
ing of each of the four factors in economic allegiance, and in 
every particular case to attempt to estimate the relative weight 
to be attached to each of them. Upon the decision as to the 
relative importance of these four factors depends the entire 
question of taxation or remission. 

The authors, however, realise that there may be practical 
difficulties. Assuming that the relative weights have been 
ascertained, the question is what to do with them when you 
have got them. 

Where all four factors arc in agreement, no difficulty can 
arise ; where they arc in disagreement, a choice must be made 
between them or a compromise must be adopted. 

Discussing the relevance of the foregoing to different taxes, it 
is pointed out that countries with different systems will have 
divergent outlooks. In the case of the income tax, where the 
ultimate profit is dependent upon a scries of operations in different 
countries, it is admitted that the allocation of profit to the 
different stages “ may be said almost to baffle analysis.** As an 
actual practical matter the “ almost ** would seem to be unwar- 
ranted. 

In so far, therefore, as the problem of taxation is a problem 
of taxing income, it may well be that the determination of 
these different classes of economic allegiance is not merely 
exceedingly difficult in practice, but not always determinable 
in economic theory. 

If the problem is difficult in the case of a highly developed 
income tax with an all-inclusive conception of income, it is even 
more so in the case of the countries which are more backward. 

Countries of origin, such as tropical and agricultural countries, 
see only the beginnings of production; recipients of the final 
wealth live abroad. Are such countries to be at the mercy of 
every kind of legal conception of income and income taxation 
in all the different countries with which they have relations 
before they know what their taxation is to be ? 

The answer given is that such countries would refuse to be 
bothered with the problem of ultimate profit or loss to some 
unknown foreign resident. Summing up the whole position 
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resultant from the endeavour to apply their new principle of 
“ economic allegiance ** with its four elements, the conclusion 
arrived at is tliat whilst of real value in dealing with capital 
wealth taxes and other taxes upon mere stages of wealth, modern 
income is such a composite product and such a complex concep- 
tion that it is difficult to establish that such an analysis can 
have great practical value.** In other words, the experts admit 
that whilst they have succeeded in discovering the principle they 
were asked to discover it has one drawback. As a practical 
proposition it won*t work. 

The authors now' proceed to make a reasoned classification of 
different kinds of income in order to show what is the predominant 
element in each. Some of the reasoning is of doubtful validity, 
e. g, the part played by the shareholder seems greatly exagger- 
ated, but the tabulated result is at least interesting. It is 
summed up as 

All corporeal wealth, including immovables and tangible 
movables except 1116 ,^ would be assigned predominantly or 
wholly to the place of origin ; all intangible wealth, except Va 
(property), would bo assigned predominantly or wholly to 
domicile or residence. 

Exact allocation is admitted to bo well-nigh impossible, but it 
is suggested that a certain rough justice could be obtained by 
turning over all the categories of the first division completely to 
the place of origin and by turning over all the categories of the 
second division completely to the place of residence. It is 
claimed that if this were done, what a country would lose upon 
the one hand it would roughly gain upon the other. 

These conclusions and suggestions can only be described as 
remarkable. The list of investments classified omits some of the 
most important, possibly because of difficulty. “ Foreign and 
Colonial Rails,** for instance, contribute millions to the British 
income tax. Again, it is not clear whether the self-denying 
ordinance is to apply irrespective of the question whether or not 
the country to which a category is assigned imposes a parallel 
tax ; whilst the suggestion of losses balancing gains would seem 
to bo quite unwarranted so far as a pre-eminently creditor country 
like Britain is concerned. 

Part III of the Report is devoted to “ Application of the 
Foregoing Principles,** although the reader will be by now some- 
what perplexed as to what are the principles that have been 

1 Money, jewellery, furniture, etc. 
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established. In it four possible alternatives are propounded and 
discussed after some preliminary observations in which origin 
rather than residence is declared to be the “ instinctive ** prin- 
ciple. Summarising the alternatives given, they are : 

(1) “A country might deduct from the tax due from its 
residents any tax paid by thjm on their income from abroad,” 
i. e. paid abroad, as is done by the U.S.A. 

It is stated that if this course were followed Governments 
need no longer agree to make their loans free of tax to non- 
residents, but this is scarcely the case unless a similar tax exists 
in the lender’s country. 

This is called “ The method of deduction from income from 
abroad.” 

(2) The country of origin should exempt all non-residents 
from taxation on income arising within its borders. 

This is called The method of exemption for income going 
abroad.” 

(3) Specific taxes to be divided between the country of origin 
and the country of residence. The method of “ half-and-half ” 
is suggested. 

This is called ” The method of division of the tax.” 

(4) By convention it might be determined to attach origin 
taxation specifically and wholly to particular classes of invest- 
ments, but to exempt the non-resident in respect of income 
derived from “ business securities.” 

The country of residence would allow the whole of the foreign 
tax as a deduction from its income tax on the resident in 
respect of such sources of income, but would charge otliei* 
sources in full. 

This last proposal is different from that made in connection 
with the classification by categories, because in lieu of giving up 
the right to tax a set-off of the foreign tax is to be allowed. This, 
where the foreign tax was at a higher rate, would mean that the 
country of residence would get less tax than if it exempted the 
” origin ” income altogether. It is true that the Eeport suggests 
that it might be desirable to limit the power of the country of 
origin “ to levy in future specially heavy origin taxes which 
would unduly deplete the exchequer of the country of residence ; 
but such depletion would arise in every case where the origin 
No. 132.— VOL. XXXIII. Q Q 
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rate was the higher, and the use of the word “ unduly is interest- 
ing. It implies the limited right of the holder of foreign investments 
to call upon the general body of taxpayers to supplement his income 
by way of compensation for taxes paid abroad. 

This fourth alternative is called ‘‘ The method of classification 
and assignment of sources.’’ 

Discussing the application of these four alternatives to the 
Estate Duties, it is pointed out that the practical element of 
enforceability has to bo taken into account. The conclusion 
reached is that Method 4 should be adopted, but if it should 
prove too complicated, then Method 3. The country of residence 
is to apply to the entire estate the appropriate rate of tax and 
then deduct from the total the origin tax, x>rovided that the 
latter does not exceed the residence tax on the same part of the 
estate. It is not made clear, however, why “ depletion ” should 
be avoided here and not in the case of income taxes. 

Other taxes upon funded wealth, such as the capital levy, the 
general property tax, and other “ impersonal taxes ” on property, 
produce, or business, are to be dealt with upon the same principle 
as Estate Duties. 

Applying their “ principles ” to the taxation of income, the 
experts state Method 4 to be soundest in theory, but in view of 
the problem of getting a quantitative assignment of resultant 
income amongst the competing countries, any attempt at pre- 
cision results in impracticability. 

Method 3 is held to be attractive in that a broad line is taken 
and each country is called to give up something. But, in the 
first place, the countries interested have to agree as to their 
respective sacrifices, and a proportion that might be reasonable 
between A and B might, it is stated, be quite wrong as between 
A and the rest of the world. As a consequence the proportions 
under Method 3 would have to be determined piecemeal for each 
separate country with which A had relations. The second 
objection to this method is a very practical one. Taxes are no 
more paid by countries than they are by things. The problem 
has to be faced in relation to each person, and in the case of 
large corporations isolation of the origin income from the total 
income in order to find the appropriate rate of relief is, as is pointed 
out, often a matter of insuperable difficulty. This is particularly 
the case where an attempt has to bo made to reconcile two varying 
bases of assessment, e. g the three-years average and a one-year 
basis. But the difficulty does not end there. Taxation of the 
source in this country only applies to the standard rate of tax, 
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and the ultimate effective rate applicable may be very diflcrent, 
with the result that a shareholder will have a separate problem 
for each source of income. 

To the argument that Method 3 has already been applied in 
the case of the British Dominions, tlie reply is made that the 
factors of Imperial allegiance and common Imperial service have 
made mutual concession practicable ; and, even then, the results 
can scarcely be said to be wholly successful. This last reservation 
is perhaps too modest. As a matter of fact the results of the 
present scheme arc often grotesquely inappropriate. 

The conclusion come to is, therefore, that except in the case 
of neighbouring countries with like ideas, or in the separate 
commonwealths of a single Federal Government, Method 3 is 
scarcely more jDracticable than Method 4. 

Consideration must, therefore, be given to Method 2, whereby 
the non-resident is exempted. It is suggested that over a wide 
area the results of applying this method would not be gieat so 
far as the respective exchequers were concerjied, provided that 
there were “ no great differences in economic allegiance as between 
them.*’ It is admitted that it would be inapplicable where the 
relation was distinctly that of debtor and creditor. 

Thus Method 2 has three points in its favour : fust, that 
it accords with what Governments arc doing to-day so far as 
the money they cannot get themselves is concerned, and that 
it only requires an extension of a Government’s solicitude 
beyond its own needs to those of its own industries ; secondly, 
that it accords with the true economic interests of the invest- 
ments of the country ; and, thirdly, that it is the best escape 
from all the complications of methods of greater theoretical 
exactness. 

It may, however, be suggested that it remains open to question 
whether in the long run the application of Method 2 w'ould give 
a better net balance of results than if no method were adopted 
and economic laws were allow'ed full j)lay in international relation- 
ship, each debtor country fostering its own interests in its own 
wa 3 ^ Method 2 has, moreover, most serious administrative 
difficulties of its own, although the Report expresses the opinion 
that they arc not insuperable. 

The complicated case of the American corporation distributing 
dividends out of income only partially taxed in the United 
States would still have to be settled as between the corporation 
and the United States Treasury, in order to indicate what 
burden was falling upon the Dutch shareholder. 


QQ 2 
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Ill th© light of modern international finance this complicated 
case ” is comparatively elementary. Assuming the Dutch share- 
holder is interested in a great British company which holds a 
considerable interest in the American corporation mentioned, to 
say nothing of interests in scores of other companies, some of 
them in Holland, the Dutchman’s claim to relief would be 
decidedly interesting, because it would raise the question as to 
who was to bear the cost of elucidation. It may, in fact, be 
hazarded that in actual practice each of the methods would offer 
little administrative advantage over its rivals. Method 2 is open 
to the objection that in so far as the national income tax is a 
substitute for a local rate upon ownership, there is obvious objec- 
tion to relieving non-resident owners from contribution. The 
problem of double taxation is not merely one of rates of tax. It 
is also one of the purposes to which taxation is devoted. 

Method 2, of course, favours the creditor countries, and, as a 
compromise, it is suggested in the Report that conventions might 
be made whereby Method 2 would be regarded as the main 
method, but origin should be recognised as between the Govern- 
ments, i. e. by the creditor country making a payment to the 
debtor country as compensation for loss of revenue. Despite 
the difficulties the experts confess that they do not see any other 
form of practicable compromise. 

Summing up the whole Report, whatever we may think of its 
conclusions, it may be admitted to be the most valuable examina- 
tion of the issues that has yet appeared. At the same time it is 
oi)en to two serious objections. It seems scarcely defensible to 
lay down contentions and call them principles ; the Doctrine of 
Economic Allegiance has more affinity with the “ Social Con- 
tract ” than it has with the Law of Gravitation. In the past, 
nations, whilst having regard in a greater or less degree to the 
principle of faculty as between their resident nationals, have 
been, upon the whole, quite indifferent as regards non-residents. 
As has been pointed out, the tariff systems of the world are 
quite indifferent to the sufferings that may be inflicted by them 
upon the innocent inhabitants of exporting countries. They are, 
however, non-moral rather than immoral. So, in attempting to 
lay down principles applicable to double taxation, it seems to be 
futile to pretend that the slate of principle is otherwise than 
quite blank. 

The second objection is much more serious. Important as 
may be the question of double taxation in connection with the 
inter-relation of Governments, it is of absolute insignificance as 
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compared with the subjective idea of justice as between taxpayer 
and taxpayer. The general relief poliey must of necessity involve 
great loss of revenue to this country, and this loss would have to 
be made good by heavier taxation upon those outside its scope. 
It is not diffieult to imagine what would be the effect upon public 
opinion when it was realised that this increased burden was due 
to the faet that important and wealthy sections of the community 
were escaping income tax upon the ground that their incomes 
were outside the ambit of the British tax. Any method of relief 
whereby the rate of tax ui)on income received in this country or 
accruing to residents here is affected by taxation elsewhere is, in 
the reviewer’s opinion, unsound. For the rest the matter would 
seem to be one of expediency, and there is plenty of scope for 
international arrangements such as the one regarding shipping in 
the Finance Act of the current year. 

W. B. CowciiER 


THE PROFITS OF SPECULATORS 

In his note in Vol. XXXIII. p. 428 on the Maintenance of 
Organised Markets, Prof. R. A. Tichfeldt argues that the profits 
of expert speculators on produce exchanges are obtained at the 
expense of what he calls the consumers’ group when the crop is 
deficient, and at the cxi)ense of the producers’ group when the 
crop is abundant. There always has, I think, been fairly general 
agreement that considerable profits accrue to the experts from 
these sources under the conditions assumed. Prof. Lchfcldt’s 
reasoning ought to convince those who have any doubts remaining 
on this point. 

But this is only one aspect of the question of the source of 
the speculators’ profits ; for these experts have to make a living 
even when crops are normal and abrupt (dianges in demand 
absent — a case not provided for in Prof. Lehfeldt’s discussion. 
Now it is precisely when markets are free from abnormal dis- 
turbances arising out of excessive scarcity or abundance of the 
commodity handled that the amateur speculator is useful and 
his existence essential for the continued prosperity of the expert. 
There is adequate evidence from a long scries of Government 
inquiries in both Canada and the United States to establish the 
fact that the bulling and bearing of experts during crop years 
of normal yield are not harassing or costly to producers or con- 
sumers, but are undertaken mainly with the o])jcct of enticing 
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outside punters ” to speculate and thus provide the profits 
that are not forthcoming in adequate supply from other sources 
at such times. 

Again, it is during the crop years of abnormal yield, when 
speculation is extremely active, that failures are most frequent 
among members of exchanges, owing to the more expert operators 
swallowing up their less expert brethren. It is difficult, therefore, 
to maintain that the sole source of profit is producer or con- 
sumer even under the conditions assumed by Prof. Lehfeldt. 

Some idea of the extent to which outsiders gamble on the 
grain exchanges of the United States may be gathered from the 
very exhaustive Report of the Federal Trade Cmimission on the 
Grain Trade now in course of publication in seven important 
volumes. From the investigations of the Commission it appears 
that much difficulty is experienced by elevator companies in 
preventing their country managers from speculating on their own 
account and using the elevators’ resources for that purpose; 
and the private wire-houses, the medium of communication 
between the grain exchanges and the country districts, often 
solicit business from outsiders by open advertisement. Indeed, 
it seems to be the case that many of these houses could not main- 
tain branches in country towns and make profits out of hedging 
business and the business of large operators interested in the grain 
trade unless they sought for, and obtained, outside speculative 
business as well. If there were any doubt that gambling by 
outsiders on produce exchanges in the United States is not pro- 
fitable to the expert members of those organisations it would be 
removed by a study of the nature of the Disposition offered to 
the recent legislation im2)osing 2)rohibitivc taxation on grain 
futures which do not have their origin in the ordinary routine 
of crop-moving business. 

It is more difficult for the outsider to obtain access to the 
organised produce exchanges in this country, but speculation 
by such people here is not unknown. The international character 
of these markets, however, enables the experts in all countries 
to share the profits of their business, whatever their origin may 
be; and the English speculators undoubtedly benefit at the 
expense of the foolish gamblers in America. 

If American legislation succeeds in killing speculation on the 
produce exchanges by outsiders the sources from which the 
experts derive their i^rofits will be fewer. This must necessarily 
result in a diminution in the number of the experts; and if, 
in addition, the movement towards co-operative marketing 
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continues to extend a comparatively small number of organisa- 
tions or individuals will, in a short time, control the distribulion 
of the great bulk of the cotton and wheat crops. The effect of 
this on stability of price will probably be serious; for errors of 
judgment on the part of a few members of a small group are less 
lil^ely to be penalised with promptitude than if there were a 
large number of rivals ready to profit by their mistakes. There 
is an impression in America that the increasing supi)ression of 
the outside “ punter ” and the necessity of reporting to the 
Government all transactions in wheat in Cliicngo of 500,000 
bushels or over are tending to lower the price obtained by the 
producer for his crop. There are, of course, other and more 
fundamental reasons for the present comparatively low prices of 
agricultural products throughout the world ; but it is certainly 
the case that tlio new regulations in America have prevented some 
large dealers from giving their powerful support to tlie wheat 
market. The prevailing circumstances in that market arc such 
that this withdrawal of sup 2 )ort is more injurious to the 2 }roduccr 
than to the consumer ; and it is difficult f o resist the conclusion 
that, at the moment it is the producer who has to i)rovide the 
extra remuneration for the expert siieculator that is recpiired to 
compensate the latter for what he no longer obtains from 
outsiders. 


J. G. Smith 



OBITUARY 1 
ViLFREDO Pareto 

To my mind it is sheer loss of time to guess at what the 
history of science will consider as fundamental contributions 
to its progress by eminent men of science, when we have lost 
them, and consequently I will not speak in the name of future 
history in the case of Pareto, who died at C^ligny (Canton de 
Geneve) on the 19th of August. 

The history of science is not a piece of machinery whose 
construction and principles of action we know. History is written 
by men, and accordingly I think the criteria governing the history 
of science are disputable. 

Every change in criteria, of course, modifies judgment. 
Take a case like Gossen. If the man had never existed, wo would 
be in economics just as far as we are. Objective progress of 
science owes him nothing, considering that nobody heeded what 
he wrote. On the other hand, if history were to try to form 
an orderly series of fundamental ideas, crediting every thinker, 
in chronological order, for what is his own, another kind of 
inextricable difficulty would arise, in that ideas are connected 
with each other much as prices are. Ideas form a system. They 
are all extremely complex functions of each other. A very small 
variation in one idea — to whatever branch of science it is con- 
sidered to belong — will, or can, modify many an idea in the whole 
firmament of ideas. 

This correlation of concepts is growing worse and worse as 
we all get to know of each other quicker, and more completely, 
than in former times. But it is particularly intense at certain 
epochs, when fermentation of brains is going on in an unusual 
measure. Now, this has been the case in Pareto’s lifetime. 
The rate at which physical, biological, historical and economic 
science have been progressing in the last seventy years has 
precedents only in the times of the rinascimento, and, if Einstein 
is right, we will have to consider even mathematics as occasionally 
subject to progress by jostling. Pareto, as I will show a little 

^ Note by Editors. — ^This articlo is not a translation, but was written by 
Professor Pantalooni direct into English. 
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later on, had a mind open to nearly every science, and con- 
sequently ideas were banging into him from innumerable quarters 
and were launched back by him in many directions, after duo 
deflection, or qualitative modification. As to economics and 
sociology, he has happened to live in a period in which fermenta- 
tion can be said, I submit, without exaggeration, to have been 
decidedly no less than in the physical or the biological sciences. 
I am sorry to have to mention, among others, the names of 
men, some of whom are (fortunately) still living, if T am to prove 
my case, and thereby to expose myself to the risk of hurting 
perhaps the modesty of some of them, and perhaps, occasionally, 
the vanity of others. 

Classical political economy had been elaborated into a system 
which, prima facie^ seemed as clear in its fundamental ideas, 
in their reciprocal connection, and in the division into arguments 
of the whole field covered by economics, as, say, Euclid's plane 
geometry. The system was so beautiful that it was reposeful 
to the mind, in the way in which orderly tind sure knowledge 
generally is. Its success was such that, if minor controversies arc 
kept out of sight as irrelevant to the system and because they 
were fought out on the basis of the system and of the propositions 
constituting it, classical political economy, like Euclid, had spread, 
practically, all over the world. Nor was it, I think, injured by the 
meteor of the so-callcd German historical school and its “ principle 
of relativity.” This was soon found out not to be anything new, 
or neglected, or overlooked, ever since the times of Adam Smith, 
and the doctrine appeared, in the way it was now presented by 
the Germans and their followers, to be either wrong and sense- 
less, or else, if this judgment is to be mitigated, to have had 
and still to have its own appropriate field, which has never been 
disputed, if only pains are taken to understand the difference 
between “ scientific theorems ” and “ precepts of practical 
political economy,” and the difference between “ abstract or 
hypothetical economics ” and “ concrete economic problems.” 

What really changed profoundly old classical economics in 
its systematisation and the intention and extension of its proposi- 
tions, so much so that the latter are now generally considered 
as claiming to be only first approximations, superseded by closer 
ones, and often even quite thrown out of gear, have been three or 
more novel ideas : viz., the concept of marginal utility ; the con- 
cept of prices as functions ; and particularly the treatment of 
abstract economics as a problem of statics and dynamics, or of 
mechanical “ equilibrium ” in a large sense. Now such concepts 
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and a few more, cousins to the former, such as, say, the construc- 
tion of tables of correlated prices — correlation which, if only 
properly pursued, expands into a “ general correlation of all 
prices one with another,” though in many different ways and 
constituting different functions — tumbled into classical economics 
from very different quarters, pellmell and piecemeal, thus wrecking 
and making havoc here and there, in a disorderly way, like 
bombshells. It required, therefore, some time before a new 
systematic view of economics could get elaborated, which is now, 
I submit, spreading over the world, not, however, without strife, 
as broadly as classical economics had done before. 

Pareto, who first collaborated at shelling the classics and then 
elaborated a system of general economic equilibrium, with materials 
only partially his own, would not, I suppose, have been even led 
into the fields he walked over, if Cournot and Jevons and Walras 
had not been, and, granting these influences, he would not have 
been what he has been without the author of Mathematical Psychics 
and the author of Mathematical Investigations in the Theory of 
Value and Prices, But this admission does not suflice to explain 
his position, if he had not once been under the spell of Ferrara 
in economics, and of A. Comte in philosophy, and had not had 
the very preparation in university life, professional work and 
social life which it was his lot to have. His first publication, 
when in 1869 he took his degree as engineer in the Polytcchnicum 
of Turin, is a memoir of fifty- three pages on “ the fundamental 
principles of the theory of elasticity in solid bodies, and researches 
concerning the integration of the differential equations determin- 
ing their equilibrium.” Obviously he only needed to peruse 
once properly Walras, after having had a much larger experience 
of industrial and commercial life than Walras ever had had, to 
get immediately ahead of Walras. If he had not had this mathe- 
matical preparation he would, I expect, like others who were 
lacking it, have groped about evolving ideas of “ harmony,” 
which is a concept belonging to the family to which the concept 
of equilibrium belongs, and which was, I think, Walras’ first 
move; or he would have gone in for biological interaction of 
forces, say, like Schaffle — again a concept pertaining to the family 
of equilibria ; or he would have kept within the limits of classical 
political economy, which had realised the equality of quantities 
demanded and supplied at certain prices, and the forces in opera- 
tion leading to these equalities, and consequently had a partial 
knowledge of equilibria. He would have added to science in 
conformity with his great talent and intellectual capacities, but 
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ho would not, I suppose, have aimed at realising in economics a 
quite general theory of economic equilibrium, or struck in his 
Sociology at characterising the fundamental forces which deter- 
mine static equilibria or dynamic phenomena in the forms 
that human society assumes. Quality of the forces, magnitude, 
direction, velocity, these arc permanently his points of view, 
leading particularly in the analysis of the genera of forces, or their 
quality, to results which reach further than a first approxi- 
mation. In economics his work, I submit, consisted in bringing 
to a great perfection a machine which was to a very large extent 
already built up ; in Sociology his way of formulating and grappling 
with the problem had no forerunners, at least to my knowledge, and 
certainly to his, but it had helpmates, say, in writings like those 
of Gustave Lc Bon in Psychologic du socialism e, and Psychologic 
dc Vevolulion des 2^^'i^pleSj or in Gaetano Mosca’s Pruicipii di 
Scienza politica, or Paullian’s Esprits logiqnes et esprits fam^ 
and probably in a score more of great historians with whom he 
was very conversant. 

When I saw him take to Sociology, a field I considered to 
be as dangerous as quicksands, I strongly objected and told him 
it would kill him as an economist and lead to nothing, exactly 
as it had killed C. Monger, wlio never got further than his first 
volume of Grundsltze, as a result of having run after Sociology ; and 
I expressed to him the hope that Marshall would never get into the 
same frame of mind, and therefore be unable to give us his second 
volume of Principles. I am glad I was a bad prophet and that 
Pareto, when he had a purpose, should be, by temperament, irre- 
movably obstinate. He not only finished his Sociology in 1910, 
but, as an economist, brought out also his Manuel d" Economic 
2 )olitique in 1909, when he was already head over heels in Sociology. 
If he had followed my advice, we would not possess his chej-d^ oeuvre, 
or what he considered as such. Of course my opinion concerning 
his work as an economist and as a sociologue is of no particular 
value, and I am only led to deliver it because I am asked to do so, 
and because I cannot well avoid adverting to the subject in 
writing upon Pareto. I think Pareto’s generalisations of economic 
equilibrium to have reached a limit beyond which I do not see 
much benefit for science to go : it is a chapter of science relatively, 
or for some time, closed. I would like to write ‘‘ finis ” in this 
direction, and I do request my students to interest themselves 
now only, as I do myself, in the research of the nature of the 
functions whicli we arc handling. Anatomy is, so to say, 
closed. Let us go in for histology or microscopic analysis of the 
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tissues, and the nexuses which bind them together; let us pay 
attention to the points of application of forces. Particularly 
the systems which constitute connected prices and the exact 
nature of these functions is not only an immense field of research, 
but now a necessary one to go over very carefully. The elasticity 
of curves of supply and demand modify the correlation of prices, 
so much so, that the systems of connected prices are again func- 
tions of the elasticity of the curves. 

However that may be, I consider Pareto to have closed, in 
economics, a direction of research. In this line I consider him 
as the last of the Mohicans. On the other hand, if Sociology 
is the topic, I regard Pareto as having furnished us with a first 
approximation which needs following up. In one field he is 
omega; in the otlier alpha. In both fields, however, there are 
scores of niceties of which only a few Avould suffice for a very 
honourable rej^utation as an economist. His economic work 
is pretty well known to English readers, having been, incidentally 
at least, often quoted and discussed. His sociological doctrine, 
I suspect, is less known. Like his economic writings, the Sociology 
has only been translated into French; the obstacle to a larger 
acquaintance in England and the United States does not lie in 
this circumstance, considering that it was no obstacle to his 
economics. Where it lies I cannot tell. 

That he has struck a well of some fecundity I argue from the 
fact that, independently of him, other scientists are boring holes 
in the same field. Taussig in his Inventors and Money-makers 
takes instincts as motive powers of economic phenomena. Well, 
Pareto is in that line in his Sociology. A minute analysis of the 
reasons given by men for their actions leads Pareto to discover 
in them a pseudological dressing-up, in terms of logical arguments, 
of feelings, sentiments and instincts ; he classifies these in genera 
and species, discovers their joint combinations, and their action 
amidst physical conditions and truly logical actions, leading up 
to a social equilibrium infinitely more complex than an economic 
equilibrium. 

His Sociology is therefore on a quite different plan from that of 
other Sociologies. He tries to find the fundamental forces, the 
“ residues,” of social phenomena or of men’s actions, and to explain 
the way these forces work in bringing about what we see. He 
does not give a history of social institutions from the remotest 
origin which is accessible to us up to our days, as other sociologues 
have done. There is place both for the one and for the other kind 
of work, but Pareto’s kind also merits being followed up. 
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A certain amount of tlic details of his life may also help to put 
him ill the proper historical milieu and, at any rate, be of some 
interest for people wlio care for biographical notices. He himself 
had no interest in similar things. He did not even care to know 
what great men looked like, and I occasionally amused myself by 
telling him how important personal circumstances had been, or 
showing him a photograph of Herbert Spencer, whom I knew that 
he esteemed very highly, or a photograph of Newton’s monument, 
knowing that he thought Newton was the greatest man who had 
ever lived. He would then look down upon me with a great 
sense of pity. I am therefore aware that in going into biography 
I am doing a thing which was most hateful to him. 

His family belongs to the best Genoese aristocracy. As 
everybody knows, Genoese nobility consisted of a commercial 
select class whose most influential families had their peerage 
in the libro d'oro (golden book) and governed the Republic till 
Bonaparte conquered it and annexed it to France. To conciliate 
Genoese public opinion Napoleon called some of the most eminent 
Genoese into French service. Everybody knows the baron 
Louis Corvetto, who was made a member of the Conscil d’Etat, 
as he made himself famous by re-establishing the French finances 
as Minister of Louis XVlll after Napoleon’s fall. Before even 
calling Corvetto into French service Bonaparte made a Pareto 
pair de France. When Genoa became a possession of the House 
of Savoy and King Charles Albert of Piedmont gave his States, 
in 1848, the constitutional charter which is still the fundamental 
law of Italy, a Pareto was a member of the first constitutional 
ministry and took in charge foreign affairs. 

I dare say Italians would have continued to have members 
of the Pareto family in very high political offices —something like 
the scries of the Cecils in England — if Pareto’s father, as a young 
man of twenty-four, had not sided with Mazzini, and got himself 
into trouble, so that he emigrated to France. His brother, 
however, was Italian ambassador in Constantinople, and Pareto’s 
fortune, in later life, was due to his being the heir of this uncle. 
Pareto’s own father, Raphael, had no fortune when he emigrated, 
so that he competed in France immediately for a place of civil 
engineer. I happen to have the report of the examiners where 
he is qualified as “ sujet des plus distingues par son instruction 
et d’une capacity remarquable.” He married in France Mile 
Marie Mettenier, who gave him on the 15th of July, 1848, in Paris— 
rue Guy, La Brosse, No. 10 — Vilfredo Pareto. Raphael Pareto 
was soon afterwards recalled to Italy by Quintino Sella because 
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of Ins proficiency in liydraulics. »So Vilfredo Pareto, when of age, 
studied mathematics and engineering at tlie University and 
at the Polytechnical School of Turin, where he was a friend and 
fellow-student of Galileo Ferraris, who later gained for himself 
a great reputation for his discoveries in electro- technique. 
Although Pareto in the final examinations came out first and 
Ferraris second, he refused to give himself up to science as a 
Privatdozent, as Ferraris did, because of lack of means. So he 
accepted a post as railway engineer in the company exploiting 
the Roman reseau. This brought him into contact with the 
Banca Generale, which offered him the managership of the iron- 
w’orks which the Bank controlled in Val d'Arno. This nomination 
w^as decisive for his interest in economic problems. Although he 
still found time to discuss hyper-elliptical functions of Abel in a 
paper published in Kroneckcr’s ArchiVy his profession obliged him 
to fix his attention on coefficients of production, on labour 
problems, on freight, custom duties, on monetary problems, 
and also on political problems. Residing in Florence, then 
the capital, he was a habitue of the Peruzzi family, whose 
house was the centre of the then governing Conservative party 
(the destray as it w as called). It was at this time that the manage- 
ment of the railways passed from private companies to the State, 
that the Conservative party was thrown out of power, that the 
tariff was reformed in a strongly Protectionist sense, and even 
Professors in the Universities, influenced by German Katheder- 
sozialisimiSy were going in for extension of State functions. 
Ferrara founded in Florence, in opposition to this movement, 
the Adam Smith Society of which Pareto was an active member 
with De Johannis, Martello and of course Ferrara himself. Pareto 
gave the Adam Smith Society all his experience as a business 
man who had many scores of times visited Great Britain, par- 
ticularly Scotland. Of this activity his articles in the Bulletin 
of the Accademia dei georgofili, in the weekly paper of the Adam 
Smith Society, the Economista di Firenzey and in the Journal 
des Economistes are a proof. The Oiornale degli Econoinisti which 
had been founded and belonged to men who had sided with the 
State socialists, and was the palaestra of Cossa, Luzzatti, Lam- 
pertico, Loria, Carlo Ferraris, was bought up by some friends 
of liberalism and free trade who called upon Pareto to take charge 
of the monthly political chronique. 

It may seem to some as if Pareto had turned to economics 
only late in life. The truth is, he had over twenty years 
of business experience and had tackled all kinds of concrete 
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economic problems before taking to abstract economic science, 
and found himself, therefore, in a position analogous to that of 
Ricardo when he came across Adam Smith’s Wealth after thirteen 
years of practical work on the Stock Exchange, and discovered 
Smith had been saying what he had been doing and seen others 
do. A largo portion of Pareto’s Sociology was an object of experi- 
ence in the political life of those days, before being systematised, 
and a relevant portion of the economic contents of the Cours 
was collected by him as a business man. Pareto, being a man 
capable of any amount of work, acquired in Florence also his 
knowledge of Greek and of history. In Florence was then residing 
Comparetti, the famous philologue and hellcnist, who, curiously 
enough, had originally studied natural sciences and taken his 
doctor’s degree in chemistry — a case which shows that sciences 
arc things apart only in books and not in good brains. Besides 
D. Comparetti, A. Franchetti was also staying then in Florence 
and worlcing at a translation of Aristophanes. It was impossible 
to take a wallc with Franchetti without having to contribute 
to the most proper signification and translation of a word or verse 
of Aristophanes. And Pareto as well as Comparetti had to go 
in for it. Pareto turned out to be so proficient in Greek that he 
not only could translate straight off any text, but also write 
fluently in Greek. A large portion of his library, of which lie 
has made a present to the University of Lausanne, consists of 
Greek literature and of books concerning ancient Greek history 
and civilisation. His memory was such that he never forgot 
a thing he had once learnt ! In philosophy Auguste Comte was 
still reigning, and Pareto shows many traces of his influence. 
It is well known that the negative contents of Comte’s philosophy 
consisted in a refusal to consider any kind of original or final 
causes. Our knowledge has to be limited to what is “ between 
the origin and the end of things.” He hated metaphysics and 
transcendentalism. So did Pareto. In the positive portion 
of his Philosophie positive Comte draws up a theory of the evolu- 
tion of mental states of which the third is characterised by limiting 
our researches to the “ nexus between phenomena ” by means of 
“ experimentation and observation,” and refusing to look after 
abstract causes of phenomena. Well, here again Pareto was 
under the spell of Comte. Of course Pareto— and it was easy 
for him— kept aloof from the defects or aberrations of the Politique 
positive* 

Pareto’s influence on Italian economists has been enormous. 
His SysUmes socialistes, his Cours d'Econamie politique, his Manuals, 
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are in every student’s hands. His Sociologia is too cumbrous — 
and also too expensive — to bo equally diffused, although the first 
edition is exhausted ; a good epitome by G. Farina is in circulation 
among students. Pareto had the good luck of having some very 
eminent scholars, such as E. Barone, L. Amoroso and G. Borgatta. 
But he had also the bad luck of creating Epigoni who only 
repeat his words, oppose every criticism, would stop the progress 
of science where he stopped, strain his theories and use him as 
a springing-board for themselves. Every great man has had to 
labour under the inconveniences created by Epigoni, These 
tend to the formation of “schools,” more properly called obnoxious 
syndicates of fools. 

M. Pantaleoni 


Current Topics 

The Institut International de Siaiidique met, for the first 
time since 1913, at Brussels on September 30. At the opening 
session M. Delatour was elected president in succession to the 
late Luigi Bodio. The business of the session differed from that 
of previous meetings in that most of the time was devoted to 
elaborating resolutions and definitions on subjects referred to 
it by the League of Nations ; but the main function of the Insti- 
tute, which is to endeavour to secure uniformity among the 
nations in the presentation of statistics, was well performed by 
this task. Useful work was done in the demographic section 
under the chairmanship of Sir Athclstan Baines, but the more 
lively discussions were in the economic section, which considered 
index-numbers, international trade, agricultural production and 
fisheries. For index-numbers it was in the end agreed that 
changes in the relative importance of goods ought to bo taken 
into account, both for wholesale and retail measurements, and 
that for this purpose more adequate statistics of production 
and consumption were needed. In connection both with foreign 
trade and with fisheries the extreme difficulty of differentiating 
between national and foreign products exercised the members’ 
greatest ingenuity. If fish caught by a German trawler in the 
deep sea are landed in England and then sold to the south of 
Ireland, to what country should they be counted as national 
production, and should they appear in trade returns, as the 
special trade of Germany or of the United Kingdom? Rules 
were laid down which, though necessary in view of the difficulty 
of ascertaining the place of origin of goods when they have once 
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passed tlirougli the customs’ barrier of a country, would have 
the effect of exaggerating the value of the exports of a country, 
by the inclusion not only of the value of any imported materials 
they contain, but also a quantity of goods which have been 
nationalised only nominally by resting in the country. 


The notice, in our last number (see esp. p. 294), of Ricardo's 
Ingot Plan has led to the discovery in the Coins and Medals 
Department of the British Museum, not indeed of the ingot 
itself but of an impression in bronze from the die which was 
used to stamp it. An undated ticket lay under it, on which 
were written in a contemporary hand the words : 


Stamp 

for striking gold 
ingots according 
to the suggestion of 
Mr. Ricardo. 



It would have been more correct to say impression of a stamp. 

The diameter of the object is 34 mm. ; that of the actual die 
as shown by the edge of the circular impression is 32 mm. The 
impression is of a G.R. crowned, as in the engraving above, for 
which we are indebted to Mr. G. F. Hill, Keeper of Coins and 
Medals. The above engraving is of the actual size. 


In the same way it has been discovered by the Bank of 
England that in the early months of 1820 the Mint delivered 
to the Bank 2028 gold bars of CO ounces each. Of these 13 
were sold, to 12 different purchasers, viz. : 

(a) 3 in February 1820 at £4 1*‘. per standard oz. 

(h) 3 in October 1820 at £3 19^*. M. 

(c) 7 in May 1821 at £3 176*. 10 Ir/. 

The remaining 2015 were returned to the Mint. 

Gratitude is due to both authorities for their interesting 
communications. 
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‘‘ The citizens of the Enterprise district of Alabama have 
erected a bronze fountain in the heart of their chief town with 
the inscription : 

In profound appreciation of the Boll Weevil and 
what it has done as the Herald of Prosperity, 

This Monument is erected. 

Its ravages turned them to mixed farming from an exclusive 
dependence on cotton.” National City Bank's Monthly Circular 
(September 1923). 

The monument in Salt Lake City to the Sea-gull was in 
appreciation of his destroying the destroyer, the locust. But 
here it is the destroyer himself that is thanked, for his lesson in 
economy. The editor of the Circular recommends it to the 
one-crop wheat-growers of the prairie provinces. 


The issues of the Economic Journal for September 1914, 
December 1915, March 1917, March and June 1918, March, 
June, and September 1919, and March 1920, are now out of 
print. As a few additional copies are required for the purpose 
of completing sets, the Secretary of the Royal Economic Society 
would be much obliged if any Fellows who can spare their copies 
of these issues would return them to the Assistant Secretary, 
Mr. S. J. Buttress, 6, Huraberstone Road, Cambridge. A payment 
of 5 j. will be made for each copy so returned. 

The Society has for disposal one complete set of the Economic 
Journal (1891-1923), bound in cloth. Price on application to 
the Assistant Secretary as above. 



RECENT PERIODICALS AND NEW BOOKS 

Journal of the Royal Statistical Society. 

July, 1923. On Some Recent Contributions to the Study of Industrial 
Fatigue. D. R. Wilson, Secretary to the Industrial Fatigue 
Board. Methods of inference are illustrated by observations 
evidencing connection between efficiency and shorter hours, or 
atmosphere less hot or humid. In the discussion of the paper 
Miss Collet distinguished between optimum output and optimum 
health; Messrs. Yule and Isserlis made important remarks on 
method. Death-rates, Density, Population and Housing. Prof. 
A. L. Bowley. An examination of the correlation between 
death-rates and local aggregation as measured by (1) Persons per 
room; (2) “Crowding” as defined by the presence of more 
persons than one per room ; (3) “ Overcrowding ” as officially 
defined. Housing conditions seem to be more closely related to 
death-rates than density as commonly defined. Misstatement 
of Age in the Returns of the Census of Scotland. J. C. Dunlop, 
Registrar-General for Scotland. A change in the question put 
by the Census has resulted in a diminution (but not the extinction) 
of error. Mr. Correa Walsh on the Calculation of Index-numbers. 
Prof. F. Y. Edoewortn, A sequel to an article published in 
the September number of the Economic Journal. 

The Edinburgh Review. 

October, 1923. Syndicalism in Italy. Dr. James Murphy. The 
older organisations having been discredited by the feebleness of 
their resistance to the Fascists and by the proved inability of the 
proletariat to conduct the business of a factory, there has arisen a 
new kind of Syndicalism taking in the middle classes and sub- 
stituting for the Socialist Utopia a national ideal which is full of 
promise. 

The Contemporary Review. 

October, 1923. Preference and the Imperial Economic Conference. 
Earl Beauchamp. “ You cannot give a preference to the 
Colonies unless you put a tax on food. . . . This is the elementary 
fact on which all the arguments of the Empire Development 
Union are likely to break in vain.” 

The Round Table. 

No. 52. The Imperial Conference. Disputing that each pirt of the 
Commonwealth should determine its fiscal policy irrespective of 
the rest, the writer suggests that Great Britain might secure a 
protected market for her products by giving the Dominions a 
protected market for their food products. The Dominions 
would gain by the influx of population. 

Rrw2 
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The Nineteenth Century. 

October, 1923. The Land Problem : its only Real Solution. Major 
E. Hammond Foot. “ The idea that wc English are unsuited 
by nature to grow our own food is the greatest fallacy. ... Is 
there any reason why a Land Ministry should not be formed on 
the lines of our self-governing Colonies for the purpose of 
settling suitable families on the land ? ” 

International Labour Review (Geneva). 

August, 1923. The Regulation of Agricultural Labour Conditims in 
Continental Europe. H. M. Oonacheh. Three systems are 
described : in the north a labourer permanently working on the 
farm of an employer ; in the south and east a landless proletariat 
casually employed on large properlic\s; in the middle a peasant 
proprietor sometimes working a piirt of his time for hire. The 
Economic Effects of the British Trade Boards System. Dorothy 
M. Sells. The sixty-three trade-boards sot up in Great Britain 
and Ireland, covering three million workers, have not fixed 
unduly high rates and have had a good influence on hours, 
organisation and management. 

September. Employers^ Organisations in the Northern Countries. 
H. C. OerstJ‘:d. A survey of several Scandinavian federations. 
Intellectual Workers ay\d the Ixibour Market. Equilibrium between 
demand and supply, less stable in intellectual than other 
occupations, would bo promoted by an international inquiry 
into the subject. 

October. The Servian Ministry of Social Policy. A description of 
difficulties overcome. Co-operation in Finland. Valde Hyvoneu. 
A leading feature is the contrast between consumers’ societies in 
towns and those in country districts. 


The Quarterly Journal of Economics (Cambridge, Mass.). 

August, 1923. The Rural Economy of Japan. Daniel E. Buchanan. 
A vivid picture of the simple and laborious life IchI by two-tliirds of 
the Japanese population . The income of an agricultural household 
may be two or three Jiundred yen, varying with the fluctuation of the 
])rincipal crops, rice and silk. The average holding is three acres, 
a size not favourable for the application of modern methods. A 
majority of the cultivn.tors arc tenants. Relations with landlords 
are becoming strained. The Ethics of Competition. Frank H. 
Knight. The competitive system does not well fulfil even its 
own standard, the satisfaction of wants. It is a sort of “ game,” 
emulation being a more jx^crful motive, “in spite of olil 
economics, than mere appetite and cupidity ” — and not a very 
fair or good game. It contrasts unfavourably with the pagan 
ideal of perfection, the Christian ideal of spirituality. A Theory 
of Business Cycles. L. K. Frank. Wo/ge^ Regulation and 
Children's Maintenance in Australia. P. H. Douglas. A 
description of Wage Boards and Arbitration Courts ; with special 
reference to projects for “child-endowment.” The principle is 
widely accepted, but it is disputed whether the allowance should 
bo paid from Government funds or through the employers. 
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The American Economic Review (Cambridge, Mass.)* 

September, 1923. State Bank Withdrawals from the Federal Reserve 
System. Charles S. Tippetts. Reasons for the withdrawals — 
68 up to last June — of State Ranks from the Federal Reserve 
System are considered. The Minimum Wage and Efficiency. 
E. A. Filene. The minimum wage is advocated as a boon to 
the employer (as well as the employee). Fisher's “ Making of 
Index-numbers." C. Snyder. Tendencies in the Automobile 
Industry. C. C. Edmonds. Tendencies to integration, combin- 
ation and monopoly are examined; with special reference to 
some representative companies. The Agricultural Credits Act of 
1923. V. N. Valgren. Rate of Wages and the Use of Machinery. 
H. Gordon Hayes. The doctrine of the text-books, lliat an 
increase in the general rate of wages will make it profitable for 
entrepreneurs to install machinery, is disputed on the ground 
that the use of machinery involves the substitution of one class 
of labour for another. 

Journal of Political Economy (Chicago). 

August, 1923. Sixteenth-century Religious Thought, 1. R. H. Tawney. 
A well-documented and sympathetic description of the attom])ts 
made by the Media3val Church to regulate economic life, it not 
yet being admitted that there can be one rule for private life and 
another for business. Taxation and Changes in Price Levels. 
Jacob Vinkr. It is shown that the absence of provisions for 
adjusting taxes to changing conditions resulting from changing 
price levels is a source of serious inequities. The Home Responsi- 
bilities of Women Workers and the Equal Wage. Evidence is 
cited fro?n American sources to show that women carry responsi- 
bilities beyond their own support, and their contribution to the 
“ composite income " of families is material. Three English 
investigations give different results; agreeing, however, to the 
fact that the woman worker’s burden increases with her ag(‘. 
The Future of our Creditor Position. C. E. Griffin. 

October. Valve and the fjarger Economics, I. F. A. Fetter. Prof. 
W. H. Hamilton’s remarks “ on the place of Value Theory in 
Economics ” (Journal, 1918, p. 217 ct seq.) are criticised. The 
“ marginalists ” arc defended; their subjective theory has 
obtained a signal victory over Marxism. Overhead Costs in 
Modern Industry, Til. A full enumeration of the economies 
attending production on a large scale. The disadvantages are 
mostly of the kind which handicap Government operation : 
“ complexity of organisation, impersonal relations, and the 
undermining spontaneous interest in the success of the business.” 
Sixteenth-century Religious Tho^tghl, IT. R. H. Tawney. That the 
mediaeval claim of religion to regulate business survived the 
Reformation is shown by interesting extracts from Luther and 
less well-known leaders. Valuation and Rate Regulation. W. M. W . 
Splaun. a survey of the work of the Railroad (commission 
of Texas. The German Works Council. Emil Frankel. The 
pre-war growth of the “Council Idea,” the provision of the 
Councils Law of 1920, and the working of the law are lucidly set 
forth . 
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The Annals of the American Academy of Political and Social Science 
(Philadelphia). 

September, 1923. Prohibition and its Enforcement is the subject 
discussed in some thirty contributions to this number. The 
various statements and proposals presented defy summary. 

Journal des Economistes (Paris). 

October, 1923. La suppression du monopole des assurances sur la 
vie en Italic. G. Delamotte. Allocations familiales. G. db 
Nouvion. An account of “ family endowments in France. 
lAist year there were distributed 92 million francs for this purpose 
among 800,000 wage-earners (some 35 cents per day per head). 

Eevue d'Econamie Politique (Paris). 

July-August, 1923. La valeur matheimtico-economique de la hi de 
King. J. Belevsky. A hypothetical explanation of King’s 
law (of demand for wheat) leads to the conclusion that it is the 
only formula of the kind based on the action of certain economic 
and psychological forces. Uinlroduction du franc en Alsace et 
en Lorraine. W. AVitticii. The introduction of the franc was 
a necessity. But the manner in which this monetary reform was 
accomplished cannot be defended. Les theories dn professeur Cassel 
sur la monnaie et le change. G. Lachapelle. 

Jahrbilcher fur Nationalokonomie nnd Stalistik (Jena). 

July, 1923. Die Anpnssnng der SoziaUversicherung an die GeldenU 
wertung und Lohnsteigerung. E. Gunther. 

August, Die fiskalische Inflationsbilanz. F. Terhalle. Grand- 
lagen der Reis- nnd Lohnbildung. Riedenauer. A moderately 
mathematical theory of price and remuneration. 

October. Gmndfragen und Wege der qualitativen und quantitativen 
Wohnungspolitik. H. Bechtel. 

W eltwirtschaftliches Arcliiv (Jena). 

October, 1923. Thearie des weltwirischaftlichen Reichtumsausgleichs. 
Prof. R. Liefmann. Marginal equalities between economic 
quantities are discussed. Zur SozioUxjie des demokratischen 
Slaates. Prof. F. Tonnies. Die richtige Form der Index-ziffer. 
Br. P. Hermberg. Referring to Flux’s article in the Journal of the 
Statistical Society , 1921, and to Irving Fisher’s Making of Index 
numbers. 

Archiv fur Sozialwissenshafi und Sozialpolitik (Tubingen). 

VoL. LI., No. 1. Cassels System der Theoretischen Nationahkonomie. 
Alfred Amonn. The hrst part of a lengthy criticism. Grenzen 
und Gefahren der Goldmarkrechnung. Karl Landauer. Der 
Begriff der Nation und die Idee einer Volkergemeinschaft. Nicolai 
VON Bubnoff. a philosophical analysis shows that there is no 
inconsistency between the conception of a nation and that of a 
community of nations. But to speak of goodwill (Willens- 
gerneinschaft) among nations at present w^ould be fantastical 
(Schwdrmerei). Schicksal und Bcdeiilung der Industrie in der 
russischen Revolution, 1917-1922. Hans von Eckardt. The 
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fiasco of the attempt to “ nationalise ” Russian industry is 
exhibited; an essential cause being the break between the 
economic life of the town and country. The regime which follow'cd, 
described as Staatskapitalismusy cannot last. 

Zeitachrift fur Volkswirtschaft und Sozialpolitik (Vienna). 

1923. Die wirtschaftslehre von Joaef v. Sonnenfels. Louise Sommer. 
Quesnay und die Gesellschafls-ordnung in Frankreich vor der 
Revolvlion. Dr. Stephan Raditz. Die Staatsidee in Plato's 
Kunstlehre, Dr. W. Andreae. 

Giornale degli Economisti (Rome). 

Auoust, 1923. Una proposta di Riforma del Diriilo successorio, 
G. de F. Gerbino. Referring to Professor Rignano’s plan for 
the taxation of inheritances and to some criticisms of the plan. 
Alcuni punti . . . deUa Teoria della “ rendita." G. Sensixi. 
Referring to the MTitcr’s own book on “ Rendita.” 

September. Sulla posizione delV oro vella circulazione odierna. 
R. Michels. Statistics of production, purchasing power, and 
foreign exchanges discourage the hope of establishing fixed ratios 
between gold and the various Eurojiean currencies. 

October. / porli di Ancona e Venezia. Eitcarmo Corbino. Le 
scienze economiche e slaiistiche al Congresso di Catania. G. 
Magouana. 

La Riforina Sociale (Turin). 

July-August, 1923. Di alcune Criliche mosse alV impiego delV oro 
come base della circulazione. . . . Roberto Michels. The views 
of Knapp and others on a substitute for gold as the monetary 
standard are examined. Le hanche poiK>lari cooperative e la 
riforma di codice di commercio. A. Landini. Lc “ industrie 
cliiavi.” A. Garino-Canina. 

September-October. Vilfredo Pareto. Gixo Borgatta. An 
appreciative c7ogfc. Conversandocon Vilfredo Pareto. C. E. Ferri, 
G. Rocca. The record of a visit to Pareto in his retreat near 
Celigny (on the Lake of Geneva), and of his interesting conversation. 
Una nuova jxflitica delle Assicurazioni sociali. F. Tusolera. 

Scienlia (Milan). 

VoL. XXXIV., No. CXXXVI., 8. Pathologic Economique: Une 
interpretation de la politique economique des temps de guerre et de 
Vapris^guerrey I. C. Gini. This first part deals with monetary 
inflation. 

VoL. XXXIV., No. CXXXVIII., 10. America and the League of 
Nations. A. Hopkinson. Article X. of the Covenant, pledging 
the League to preserve the territory and independence of all its 
membeis, together with Article XVI., contemplating the employ- 
ment of military naval or air force, explain the aloofness of the 
United States. In the case of a dispute, for instance, between 
Greece and the Serb-Slovenc State, America could not be expected 
to send an armed force at the bidding of the League. Co-operation 
in economic boycott might be more practicai)lc. 

VoL. XXXIV., No. CXXXIX., 11. D'une Socieie economique des 
Nations. H. Hauser. While economic autarchy rather than 



598 


THE ECONOMIC JOURNAL 


[dec. 


free trade is the ideal, there is no liopc of peace. The best that 
small nations can do at present is to unite in economic ententes, 

Metron (Ferrara). 

VoL. TTI., No. 1. La predominance de^ Nat ssances inascnlutes. H. W. 
Methorst. An elaborate classification of more than 1,333,000 births 
in Holland in 1906-1913 seems to prove that the preponderance of 
masculine births is not affected by difference in the age of the 
parents. When both parents arc over thirty-five years the 
excess of boys is less. Wlien either parent it between tA^enty 
and twenty-four years old the preponderance is considerable; it 
is immense — 109 bo^’^s to 100 girls — when both parents are in that 
period of youth. 

No. 6. The Partial Correlation CoefficieiU. W. Rispham. Ex- 
periments involving some half a million trials verify the 
theory of correlation and justify freedom in its application. 
Biometric and Experimental Metliods. R. Peart.. The logic 
of statistics is illustrated by analogies between the life- tabic 
for the fiy Drosophila and the United States life-table, one year 
of human life corresponding to 1*279 da 3 *s of Drosophila life. 
There are also articles by Guldbeko and Tciiuprow sounding 
the depths of mathematical statistics. 

No. 7. On the Mathematical Theonj of Popidation Crowth, R. Pearl 
and li. J. Reed. An investigation of a formula proper to 
express the growth of population. A form can be found whi(^h 
by the laborious adjustment of some half-dozen constants will 
represent a long history of growth, including several cjxles. 

Revista Nacional de Economia (Madrid). 

VoL. XV., No. 44. Among the “ doctrinal articles” is an interesting 
contribution by C. V. Mey to the economic histoiy of Si)anisli 
colonisation. The ” pre-Columbine ” agriculture was very 
meagre, and the Spanish introduced many new instruments and 
vegetables. 

No. 45. Hisloria economica de la colonizacion espanola. C. V. Mey. 
This sequel deals with the industry' and mines of Spanish America. 
There were excellent laws — not always obe^^ed — for the protection 
of the Indian miner. El. bedance comcrcial interpretado a la luz 
del algebra. Prof. Branken. The principles of accounting 
exhibited algebraical^. 

Skandinaviska Krediiaktiebolaget (Stockholm). 

October, 1923. This quarterly Report contains an important article 
on Discount Policy and the Gold Standard, by Prof. G. Cassel. 
Distinguishing between stability of general prices and their parity 
with gold, he does not advocate the latter object unreservedly ; 
he remarks on the discount rates in England and America, and 
hopes for understanding between those who, in the different 
countries, arc entrusted with the management of the currency. 
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NEW BOOKS 

English. 

Cannan (Edwin). Money: its Connexion with Rising and Falling 
Prices. Fourth Edition, revised. London : King. 1923. Pp. 106. 

[In this edition for tho first of tho two sections added in 1820 there is substi- 
tuted “ Part II. Further Elueuiations,” incorporating part of the article published 
in the Economic Journal, 1921. The second section has been rewritten, to 
form “ Part III. Tho Recent Historical Example.”] 

CASSEii (l^OF. Gustav). Theory of Social Economy. A^ols. I. 
and 11. London : Fisher Unwin. Pp. 425. 

Clapham (J. H.). The Economic Development of France and 
Germany, 1815-1914. Second Edition. Cambridge : University 
Press. 1923. Pp. 420. 

[The second edition doe.s not differ much from tho first. Some footnotes 
have been added; the author explaining in an interesting preface why there aro 
not mt)ro notes and why ho has not compiled a bibliograjjhy. Reviewed in the 
Economic Journal, Vol. xxxi.] 

Clark (G. N.). The Dutch Alliance and tho War against French 
Trade, 1688-1697. (Publications of the University of Manchester. 
Historical Scries, No. XLII.) Manchester : University Press. 1923. 
Pp. 160. 

Clarke (John J.). Some Factors relating to the Rehousing of 
Slum-dwellers. Liverpool : University Press. 1923. Pp. 68. 2^. 

[After a review of rehousing l^efore tho War and after the War up to tho 
present time, tho writer pivseril)es for rc'hoasing in the future. Observing that 
existing arrangements meet only a tenth of the requirements, ho proposes a 
national scheme for making war on insanitary slums. The paper was read before 
Section F of tho British Association at Liverpool.] 

Crew (Albert). Economics for Commercial Students. Sixth 
Edition. London : Jordan. 1923. Pp. 422. 

[This enlarged and revised eclition, in which the author has had competent 
assistance, is adapted to tho requirements of candidates for examinations.] 

Das (R. K.). Factory Legislation in India. With an Introduction 
by Prof. J. R. Commons. Berlin and Lcipsic : Gruyter. 1923. 
Pp. 192. 

[A useful account of factory legislation in India, beginning with Act XV of 
1881 and ending with the Act passed in 1922 limiting the hours of adult labour 
to sixty a week.] 

Enoch (Arthur Guy). The Problem of Armaments. London : 
Macmillan. 1923. Pp. 199. 

Foster (William). The English Factories in India, 1661-1664. 
Oxford : Clarendon Press. 1923. Pp. 428. 

[The oloventh of tho series, whereof previous volumes have been reviewed in 
the Economic Journal, 1911 and 1013.1 

Hirst (F. W.). Trade, Expenditure, Taxation and Money. 
London : Longmans. 

Hopkinson (Austin). The Hoiie of the Workers. London : 
Hopkinson. Pp. 104. 

[Both Socialist and Capitalist may profit by the writer s logic and public 

spirit.] 



600 THE ECONOMIC JOURNAL [DEC. 

Hunter (Prof. M. H.) and Watkins (Prop. G. S.). The Back- 
ground of Economics. London ; McGraw Hill Publishing Co. 1923. 
Pp. 514. 

[A general survey of economic phenomena — the forces and products of 
nature, agriculture and industry and the problems which they present — designed 
as introduction to deeper studies. The authors are Professors in the University 
of Illinois.] 

International Law, The British Year Book of. London : Frowde. 
1923-4. Pp.264. 

[Of some economic interest is Prof. Charteris’ description of the mandatory 
regime in the island of Naura, which had been criticised ns involving mono- 
polistic exploitation. Noticcablo also is Mr. A. McNair’s article on ** The National 
Chenracter and Status of Corporations,” and that of Sir Cecil Hurst entitled, 
“ Whoso is the Bed of tlie Sea ? ” 

Keynes (J. M.). A Tract on Monetary Reform. London : 
Macmillan. 1923. Pp. viii -f 209. *l8. 6d. 

Khan (Shafaat Ahmed). The East India Trade in the Seventeenth 
Century. Oxford : University Press. 1923. Pp. 325. 

[The author is Professor of Modem Indian History, Allahabad.] 

Labour and Capital, The Workers’ Register of. Prepared by the 
Labour Research Department. Labour Publishing Co., Ltd. 1923. 
Pp. 223. 55. 

[A summary for the post-war years of the information on wages, employ- 
ment, labour organisation, profits, capital reorganisations, etc., circulated to its 
subscribers currently by the Labour Rcscjarch Department. The collection is 
made from the point of view of assisting Labour advocates to state the Labour 
case in industrial and political disputes; but this definite point of view does not 
detract from the value of the volume to tho student of contemporary affairs as a 
convenient collection of facts, and increases its value to tho student of Labour 
problems.] 

Minty (Leonard Le Marchant). American Banking Methods. 
With an Introduction by Sir Drummond Frazer. London : King. 
1923. Pp.448. 

[As pointed out in tho Introduction, Mr. Minty has well exhibited tho contrasts 
between American and f^nglish banking. Sir Drummond says : ” The academic 
research work in economic history necessary for his degrees [B.Sc. (Edin.) and 
B.Com., London University] and his eleven years of practical banking guarantee 
the thoroughness of Mr. Minty’s study of American banking methods.” Ho 
has combined tho grasp of essentials with tho microscopic presentation of 
details. The book should servo not only ns a textbook for students, but also as 
a book of reference for bankers.] 

Moreland (W. H.). From Akbar to Aurangzcb : a Study in 
Economic History. Ix)ndon : Macmillan. 1923. Pp. 364. 

[By the author of India at the Death of Akbar, which was reviewed in tho 
Economic Journal, 1920 .] 

Netherlands Bank, 1922-23. Reports by the President and 
Commissaries to the General Meeting of Shareholders. Amsterdam : 
Blikman. 1923. Pp. 64, 

Ogata (Kiyoshi). The Co-operative Movement in Japan. With 
Preface by Sidney Webb. London : King. Pp. xv + 362. 125. 6d. 

Palgrave (R. H. Inglis). Dictionary of Political Economy. 
Edited by Henry Higgs, C.B. Vol. II, F-M. London : Macmillan. 
1923. Pp.962. 

[In this new edition additional articles and continuations of original articles 
have been judiciously relegated to an Appendix, which occupies some eighty 
pages. Several of the added articles refer to economists who have passed away 
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since the publication of the first edition in 1896; for instance, Goschen, Ingram, 
Martin, Munro, Paul and Pierre Leroy-Beauliou, Anton and Karl Monger. A 
biographical element enters also into the excellent article on the German school 
of Political Economy by Prof. Walter Lotz, and the parallel history of 
tho^ Italian school of Prof. Achille Loria. Among articles dealing with theory 
which have been continued by their respective writers may be mentioned that 
on Final Utility and that on Index-numbers. The last-named continuation 
illustrates a danger to which a review of recent literature is liable. Some important 
contemporary may seem to bo left out. The addendum on Index-numbers 
must have loft the writer’s hands before the publication of Prof. Irving Fisher’s 
Making of Index-numbera. No doubt, as the Editor anticipates, there will be 
needed additions in successive revisions of the Appendix. But, as he adds, 
what has been written does not become obsolete. Very appropriate is his motto, 
“ Omnia mutantur : nihil interit.”J 

Penty (Arthur J.). Towards a Christian Sociology. London : 
Allen and Unwin. Qs. 

PiGOU (A. C.). Essays in Applied Economics. London : Kiiie. 
Pp. 198. 

Rawianson (Albert). The True Principle of Money and its 
Application in Stabilising the Currencies. London : King. Pp. 16. 

Shah (K. T.). Trade TariflFs and Transport in India. (Bombay 
National Book Depot.) Ix)ndon : King. 1923. Pp. 450. 

[Loss historical than the author’s Sioety Years of Indian Finance^ reviewed in 
the Economic Journal, Vol. xxxii. Deals mainly with problems of the present 
day. Thus, in view of the special conditions of India, a scheme for Protectionist 
legislation is de»ve loped.] 

Shepherd (E. Colston). The Fixing of Wages in Government 
Employment. London : Methuen. 1923. Pp. 207. 

Snowden (Philip). If Labour Rules. London : Labour Pub- 
lishing Co. 1923. Pp. 60. Is. 

[Society as a whole must own undertakings. There need not be confiscation. 
The State would step into the position of control now exercised by the Directors. 
Public servants would bo free from tho harrowing anxiety which attends private 
enterprise. A capital levy would Ije justified for tho purpose of Debt reduction ; 
but it is a thing which could only be done once. A drastic limitation of inheritance 
would bo popular. Labour stands for Free Trade, and is opposed to military 
alliances.] 

Stracuey (J. St. Loe). Economics of the Hour. London : 
Hodder and Stoughton. Pp. xiv + 191. Is. 6d. 

Sykes (Ernest). Banking and Currency. With an Introduction 
by F. E. Steele. Fifth Edition. London : Butterworth. 1923. 
Pp. 324. 

[The author — who is Secretary of tho Institute of Bankore— has revised the 
book throughout in view of the changed conditions consequent on tho War. It 
is pointed out in the Introduction that tho book brings together information of 
which some is not to be found in any, and much could only be found by a search 
in many, books.] 

Turner (Christopher) and Gilbert (Bernard). Where arc wc 
Going ? With a Preface by Lord Bledisloe. Ix)ndon : Palmer. 
:is. 6d. 

Venn (J. A.). Foundations of Agricultural Economics. Cam- 
bridge University Press. Pp. 317. 

[The Preface describes tho volume as an attempt to bring within reasonalde 
compass some account of tho numerous economic problems which affect the 
agricultural community. The author is Gilbey Lecturer in tho History and 
Economics of Agriculture at Cambridge.] 
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Walter (Hubert C.). Modern Foreign Exchange. London : 
Methuen. 1923. Pp. 187. 

Williams (Gertrude). Social Aspects of Industrial Problems. 
Tx)ndon : King. Pp. 260. 


American. 

Brown (Harry Gunnison). Economic Science and the Common 
Welfare. Columbia (Missouri) : Missouri Book Co. 1923. Pp. 273. 

[The book includes articles published in the Quarterly Journal of Economics 
(1913) and the Journal of Political Economy, 1914, 1917. The author is Professor 
of Economics in the University of Missouri.] 

Douglas (Paul H.). The Worker in Modern Economic Society. 
Chicago : University Press. 1923. Pp. xxxii + 929. §4.50. 

[One of the Series “ Materials for the Study of Business.”] 

French (Caroll E.). The Shop Committee in the United States. 
Baltimore : Johns Hopkins Press. 1923. Pp. 109. 

Godshall (W. L.). The International Aspect of the Shantung 
Question. Philadelphia ; University of Pennsylvania. 1923. Pp. 172. 

[A history of the encroachnients on China eonunitted by foreign Powers leads 
up to tho action of tlic Japanese in Shantimg and their designs on Kiao-Chow.] 

Hardy (Charles 0.). Risk and Risk-bearing. Chicago ; 
University Press. 1923. Pp, 400. 

[The author is Professor of Economies in tho State University of Iowa.] 

Hastings (Hudson B.). Costs and Profits : their Relation to 
Business Cycles . ( Poliak F oundal ion for Economic Research ) . Boston 
and New York : Houghton Mifflin. 1923. Pp. 168. 

Kelley (Truman L.). Statistical Method. New York : 
Macmillan Co. 1923. Pp. 390. 

[The book i.s designed to .servo two needs : (1) that of biologists, economists 
and others who know little of the higher mathematics, and use statistical methods 
to illustrate truths otherwise inve.stigated; and (2) those who employ mathe- 
matical stati.stics as an aid to the discovery of new truths. ) 

League of Nations Third Year Book. London : King. (New 
York : Brooklyn Daily Eagle). 1923. Pp. 434. 

MacDonald (Au.stin F.). Federal Subsidies to the States : a 
Study in American Administration. J'hiladeJidiia. 1923. 

[A doctorate tho.sis.] 

Moulton (H. G.) and McGuire (Constantine E.). Germany’s 
Capacity to Pay : a Study of the Reparation Problem. 1923. Pp. 3^. 

[This careful estimate has been prepared under the auspices of the Institute 
of Economics established by the Caniogie Corporation of Now York with tho 
object of “ tweertaining tlio facta alx)ut current economic problems . . . without 
regard to tho special interests of any group.”] 

Peddie (D. E.). The Order of Nature in Economics. Boston 
(Mass.) : Badger. Pp. 147. $1.50. 

ViNER (Jacob). Dumping : a Problem in International Trade. 
Chicago : University lh*css. Pp. xiii + 343. 
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Lambert (Edouard) and Brown (Halped C.). La lutte j'udi- 
ciairo du capital et du travail organises aux fitats-Unis. Paris : 
Giard. 1924. Pp. 4C9. 

Ralea (M.). Revolution ct Socialisiuc. (Publications du Centre 
dc documentation Socialc.) Paris : Presses IJniversitaires. 1923. 
Pp. 80. 

[“ Tl)o idea of revolution coiitainerl in Socialist doctrines/’ tlie title of a 
well-known work by tho author, is the main subject of the publication noted in 
this colleetion; which is a Hflectioj}, not a bibliographical dictionary after tho 
manner of M. J. Stammharnmer.J 

Yovanovitch (D.). Les stimulants modernes du Travail Ouvrier. 
(Publications du Centro de docuriieiitation Sooiale.) Paris : Presses 
[Jniversitaircs. 1923. Pp. 378. 

Italian. 

Alessio (Giulio). Ultcriori Stiidii della Teoria del reddito 
Nazionale. llome : Academia dei Lincei. 1923. Pj). 86. 

[A memoir presented to the Academie dei Lined. Jiving Fisher's theory of 
income is criticisod and a new theory of c<iuilibriiiin between social capital and 
interest is proposed.) 

Fol( o (S.). II maggiore experiiuento eoniniiniista e il fallimento 
di un sistema. Koine : Ferraris. 

Graziadei (A.). Prezzo e sovraprezzo ni'lle econnmia Capita- 
listica. Milan : Avanti. 

Graziani (A.). Capitale e intoresse. Naples : Sangiovanni. 

Noceforo. II melodo Statistico. M(\ssina : Principalo. 

Pantaleoni (M.) and Broglio (R.). Temi, Tesi, Problemi e 
Qiiesiti di Economia Politica, Teorica e Applieata. Bari : Laterza. 
1923. Pj). xxiii -f- 

[A handbook of examination and essay questions (without answers) covering 
a wide range and intended to assist Uuichers and stmhuita. Examiners in search 
of new conundrums will find it useful. J 

Papi (Giuseppe U.). Prestiii esteri c oommercio intornazionale in 
regime di carta moneta. Rome : Signorelli. Pp. 150. 

Stepifani (Alberto de). Decadoiiza deniografioa e decadenza 
economica. Rome: La Voce.” 1921. J^j). 111. 

German. 

Asbeck (Maroarkte). Die Sensonindustrie an dor Enneperstrasse. 
Pp. 75. 

[Emanating from a Professorial Snmnar in the University of Hamburg, this 
is a study of the scythe industry in a district where it has flourished for centuries.) 

Elstkr (Dr. Alexander). Sozialbiologic Bevulkcrungswissen- 
schaft und Gcscllschaftfihygienc. Berlin and Lcipsic : Griiytcr. 1923. 

Pp. 483. 

Hofmann (Victor). Die devaluierung des osterreichischen 
Papiergelder im Jahre 1811. Munich and Leipsic. 1923. Pp. 231. 
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Leibio (Dr. Karl). Die doutsclic Volkswirtschaft in Prodiiktion 
und Verbraucli. Carnegie Institution for International Peace. 1922. 
Pp. 230. 

[Pre-war statistics exhibit the growth of various Gorman exports and imports ; 
for which some causes are assigned. It is concluded that the increase of Germany’s 
foreign trade was partly due to the raising of her tariff and consequent stimulus 
to production.] 

Mautner (Dr. Wilhelm). Die Verschuldung Europas. Das 
problem der interalliierten Schulden und die Versuche zu seiner 
Losung. Frankfort : Societats-Druckerei. 1923. Pp. 215. 

Mises (Ludqwig) and Klein (Franz). Die geldtheorctischc 
und geldrechtliche Scite des Stabilisicrungsproblems. Munich and 
Leipsic ; Duncker and Humblot. 1923. Pp. 75. 

Salin (Dr. Edgar). Geschichte der Volkswirtschaftslehre. 
(EncyklopMic der Rechts und Staatswisscnschaft.) Berlin : Springer. 
1923. Pp. 42. 

ScHULTZE (Ernst). Die Zerriittung der Weltwirtschaft. (The 
Economic Disintegration of the World.) Second Enlarged Edition. 
With statistics and 12 diagrams. Stuttgart : W. Kohlhammer. 1923. 
Pp. 782 in gr. 8®). 

[In this largo book Prof. Schultzo of Leipsic University and Commercial High 
School in Leipsic examines the consequences of the existing disorganisation of 
the world’s economy. In his opinion the period of the political and economic 
predominance of Europe came to an end with the Great War.] 

Schumacher (Prof. Dr.). Das Ihroblem der internationalen 
Kriegsverschuldung. Hannover : Hochschulgemcinschaft. 1923. 
Pp. 15. 

[A lecture delivered Juno 16, 1923.] 

Wauer (Dr. Waller). Dio Wirtschaftlichen Sclbstvcrwaltungs- 
korper. Ilir Begriff und ihre Organisation. Leipsic : Erlangen. 
1923. Pp. 100. 

Wagemann (Dr. Ernst). Allgcmeine Geldthcorio. Band I. 
Theorie des Geldwerts und der Wahrung. Berlin : Engelmann. 1923. 
Pp. 367. 

Tschajanow (A.). Die Lehre der baucrlichen Wirtschaft : Versuch 
einer Theorie der Familien wirtschaft im Landbau. Berlin : Parey. 
1923. Pp. 132. 

WiLMERSDORFFER (Dr. Ernst). Plane und Versuche zu Wahrungs- 
sanierung. Munich and Leipsic : Duncker and Humblot. 1923. 
Pp. 165. 

[Dr. Wilmorsdftrffor is the first of five contributors who treat respectively 
of the monetary policy of Italy, tho Straits Settlements, Austria, Greece, and, 
as applicable to Central Europe, tho plan of tho “double note.” Tho book 
forms tho second part of tho i66th volume of tho writings of tho Voreins fur 
Sozialpolitik.] 
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